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AMERICAN MEDICAL RESPONSE Rating: BUY

- We have initiated coverage of American Medical
Response with a rating of BUY.

s EMT is the leading private provicer of 911 emargency
response/pre-hospital care and general ambulance
services in the country.

- Expenditures in the emergency transport and general
ambulance market are expected to reach $4.5-5.0 bil-
tion in 1993 with intemal growth rates of approximate-
ly 10%. The private sector of the ambulance service [€nT anER nEDICAL RESPONCE HEALTH CARE R1SC
market is consolidating rapidly as municipalities and ]
large payer groups seek out cost effsctive regional
and national providers to deliver increasingly sophis-
ticated Ic'<is of care and to mest more stringent re-

sponse time goals.

. EMT has taken the lead in the race to consolidate the
ambulance service sector by aggressively pursuing
the acquisition of key strategic operators in attractive
markets. Since its inftial public offering in August
1992, the company is ahead of schedule in acquiring
core properties having closed seven acquisitions with
annual revenues exceeding $75 million and signing a
letter of intent to acquire one additional provider with
annual revenues exceeding $50 million.

. Our calendar 1993 EPS estimate is $0.80, increasing
to $:.07 in 1994. At §20-5/8, the stock is trading at i |
26x our 1993 estimate and 19x our 1994 estimate. Courtesy Mansfield Stock Senvice,
Based on a sscular growth in earnings of 30%, we Jersey City, New Jersey
have established a 12-month price range target of
$23.00-25.00 (+12-21%).

600 MONTGOMERY STREET _ SAN FRANCISCO, CALIFORNIA 94111 415627 3000 " -
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Summary and Investment Conclusion

We have initiated coverage of American Medical Response (EMT) with a rating of BUY. EMT is the
leading privats proviaer of 911 emergency response and general ambulance services in the country.
Since its initial public offering in August 1992, tr. 2 company has nearly doubled annualized revenues
through an aggressive expansion plan that has featured the acquisition of eight (one of which Is pending
under a letter of intent) additional providers and continued strong intemal growth from existing operations.
Net income has grown steadily in the three quarters following the 1PO and all acquisitions consummated
to date have been accretive to eamings. We believe EMT is in a premier position to continue to take ad-
vantage of the ongoing consolidation in the private ambulance sector and achieve su<‘ained revenue and
earnings growth of 30% plus based on the following:

s  The private sector of the ambulance service market is highly fragmented with over 2,000
providers, the vast majority of which have revenues under $5 million. The maraet is
sharply bifurcated with only a handful of large providers employing a multi-site strate-
gy- The balance of providers are smaller operators focused on a single or limited local
markets. The ambulance service sector is undergoing rapid consolidation as a num-
ber of factors including increasingly sophisticated levels of care in 911 ernergency re-
sponse calls, enhanced response time requirements imposed by municipalities, the
investment required to implement advanced technologies and the emerging dominance
of the mega-payer heavily favor the capabilities of strong regional ard national ambu-
lance coinpanies.

. Expenditures on a “same store” basis are increasing approximately 10% annually as fa-
vorable demographic trends (more of us and we’re getting older), higher levels of medi-
cal content associated with emergency care, and an increase in the number of inter-
hospital transports stimulate both transport and price growth.

. EMT has taken the lead in the race to acquire key properties in attractive markets. By
securing “beachhead” positions in markets such as Denver, San Francisco, Miami, Port-
land, OR, efc., EMT has secured an important competitive advantage and is favorably
positioned to proceed with the second stage of its acquisition strategy with “lock-on” ac-
quisitions of providers in contiguous communities. Since its IPO in August 1992, the
company has successfully demonstrated this strategy in tiie Colorado market by acquir-
ing three private pruviders in the Denver, Colorado Springs, Boulder corridor over a nine
month period.

= Consolidating local acquisitions into a unified network leads to tangible cost savings
and operating and financic! svnergies on both a regional and national basis. With its
recent acquisitions, we expect EMT will continue to achieve further savings and produc-
tivity gains in capital intensive dispatching systems, labor, equipment purchase and as-
set utilization, collection and administration of accounts receivables, insurance and
maintenance.

. Barriers to entry in the ambulance service market are very high. The technological and
capital requirements of the industry have risen logarithmically over the past twenty-five
years, fueling the move toward consolidation and mi*..1g the efforts of new entrants.
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. EMT's success in consolidating eleven (lo date) independent providers into one organi-
zation in less than a year reflects management’s understanding of the independent op-
erators’ needs and the successful execution of its acquisition strategy. We believe the
company’s ability to integrate acquisitions as partners in the business with significant eg-
uity positions goes a long way toward insuring optimal performance at the local level.
EMT is viewed as the leader in the race to consolidate the ambulance sector and we be- _
lieve that existing independent providers seeking to gain liquidity through sales of their .
companies would prefer to join an organization of proven winners.

<.
. EMT’s senior management has an extensive background in consolidating local opera-
tors into strong regional networks. Through the merger of the four providers at the time
of the IPO and subsequent acquisitions, EMT has also assembled operating manage- o
ment with unparalleled experience and stature within the ambulance service indus-
try.

Our EPS estimates of $0.80 in 1993 and $1.07 in 1994 are based on our confidence in the growth
of ‘ne private ambulance sector, management’s ability to integrate recent acquisitions and the opportuni- :
ties to close additional acquisitions in this consolidating sector. Our eamings model does not incorporate '
any upside from the company’s recently announced letter of intent to acquire a California-based provider
which had $50 million in annual revenues in 1992. This transaction, which remains subject to exiensive
due diligence and negotiations, will be incorporated into our model if and only when the probability of clos-
ing the acquisition increases. EMT is currently trading at 26x our 1993 estimate of $0.80, and 19x our
1294 estimate of $1.07. We recommend purchase of the stock at this price leve! with a 12-month price
range target of $23.00-25.00. The following charts highlight the historical (restated to include the impact
of the recent Miami acquisition which was a pooling of interests) and projected growth in revenues and
eamings Ly quarter since the company’s IPO in August 1992:

Historical and Profected Revenues
($ millions)
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Historical and Projected Earnings Growth
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Company Background

American Medical Response was formed in 1992 through the merger of four leading private ambu-
lance providers in Califomia (2), Connecticut, and Delaware. Since its initial public offering in August
1992, the company has expanded considerably by acquiring seven additional providers in Mississippi,
Colorado (3), Oregon, Florida and Connecticut and has also signed a letter of intent to acquire one addi-
tional provider in California. As a result of these acquisitions, the company is the dominant private pro-
vider of 911 emergency response and general ambulance services in the country. We forecast that
the company will transport over 500,000 patienis in 1393 in its existing service areas. EMT was the first
publicly traded ambulance service company in the country. At the time of this repert, EMT employs ap-
proximately 2,950 people and leases or owns approximately 555 ambulances and transport vans.

The Emergency Transport and General Ambulance Market

Industry sources and the company believe that expenditures in the emergency transport/general
ambulance market in the U.S. are conservatively estimated at $4.5-5.0 billion annually. Approximately
70% of this figure is associated with traditional 911 emergency responses with approximately 30% com-
ing from general ambulance services such as inter-hospital and critical care transports. Overall market
growth is estimated to equal 10% annually. The primary factors driving growth in this sector include:

. Favorable demographic trends as the population ages and demand for 911 emergency
response services increases

. Expanding use of inter-hospital transports consistent with the growth in managed care

= Higher levels of medical content delivered in pre-hospital care situations

=
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We believe these trends will continue to have a favorable impact on the private ambulance sector
and project continued and sustainable industry growth in the foreseeable future.

A siapshot of the emergency transport and general ambulance market in the U.S. today reveals a
highly fragmented industry poised for consolidation. Industry sources place the number of ambulance
service providers at approximately 14,000 (including municipal and volunteer organizations) with
greater than 2,000 of these being private operators. From our viewpoint, the ambulance service industry
resembles the waste maragement and death care {funeral homes and cemeteries) industries of the
1970s prior to the emergence of the consolidators such as Waste Management and Service Corporation.

The 2,000 plus private ambulance providers are sharply bifurcated into a handful of large (>$25 mil-
lion in revenues annually), multi-site operators and an overwhelming majority of small (<$10 million in rev-
enues annually) operators serving one or limited contiguous markets. Expenditures in the private sector
are estimated to be growing at a rate exceeding that of the overall 10% market growth as municipalities
increasingly tum to the private sector for their 911 emergency response services in response to the bud-
get crisis faced by many communities.

Consolidation within the private ambulance sector is occurring as a result of competitive pressures
in the industry and increasingly stringent standards imposed bv municipalities and managed care provid-
ers. Simply put, larger regional operators can more cos\ 2ffectively meet tougher demands for
higher levels of care, shorter response times, etc. than smaller local providers. With the estimated
annual savings for eliminating one redundant Advanced Life Support (ALS) ambulance from service at
$400,000 annually, it is easy to envision further consolidation in the ambulance service sector as local
operators seek to remain competitive.

Access to capital for private ambulance providers has historically been limited to an individual op-
erator's personal wealth and limited secured debt financing. Liquidity options for independent operators
have also been minimal with many companies passed on to new generations within the same family.
EMT’s foray into the public sector has given it a unique advantage in offering acquirees an attractive exit
vehidle and allowed the company to acquire an outstanding group of top flight operators at attractive val-
uations.

For a more complete analysis of the emergency transport and general ambulance market, please
refer to the Montgomery Securities industry review titled “The Private Sector to the Rescue — An Overview
of the 911 Emergency Response and General Ambulance Market.”

R R - NPT
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Discussion of EMT Operations

) Existing Servi | Market

American Medical Response provides 911 emergency response in selected markets where EMT Is
designated the exclusive provider of these services by the municipal authority. The company also derives
revenues from general ambulance services as diagrammed below. The company’s strategy is to seek to
expand its market penetration in the 911 emergency response sector and 2dd incremental general am-
butance revenues where it has an established 911 emergency response network. EMT management be-
lieves the 911 emergency response sector has proven to be very receptive to high quality, cost-
efficient larger private providers and offers the greatest opportunity for growth in the future. The
company's revenues in 1992 were derived from the following categories: :

70% 30%
911 Emergency
Response Services .

-General Ambulance
Services ’

- Inter-hospital Transport
- Critical Care Transport
- Handicapped Transport

EMT's management has pursued an aggressive expansion program since its IPO in August 1992
resulting in a balanced operation with dominant positions in key markets in the westem, eastem, and
southem regions of the country. Establishing a “beachhead” position in key markets allows the company
to leverage off this base to proceed with “lock-on™ acquisitions of operators in contiguous markets and
realize significant operating synergies. In addition, the incremental revenue added to its base since 1992
significantly reduces the company's exposure to any regional regulatory, pricing, or reimbursement risks
and the impact of the loss of any single 911 emergency response contract.

-1
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Highlighted below are the operators currently under the EMT umbrella and the areas in which they
operate:

i ROk Company N . Location - = .- Date Acquired
Regional Ambulance San Francisco Bay Area 1PO - August 92
Vanguard Ambulance San Jose 1PO - August 92 i
New Haven Ambulance Connecticut IPO - August 92 :
Professional Ambulance Delawaro/New Jersey IPO - August 92 i
Mobile Medic Ambulance Mississippi November 92
Ambulance Service Co. Denver December 92
Buck Medical Services Portland, OR January 93
A-1 Ambulance Services Boulder, CO April 93
Randle-Eastem Ambulance Miami June 93
Reed Ambulances Denver July 93
Bridgeport Ambulance Service Connecticut July 93
911 Emergency Services of California In Discussion
Modesto
Washington
Oregon
!
5
Calltornia
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The 911 Emergency Response Business

Municipalities sud as cities or counties typically contract with private ambulance providers for ex-
dusive 911 emergency response services within prescribed geographic boundaries. The sophistication
of the contracting process has increased in recent years with municipalities now specifying and monitor-
ing response time goals, standards for care, regulated rates and other requirements. Contracts typically
run 3-5 years in length with provisions for 1-2 year extensions. Contracts are generally put out for com-
petitive bidding, but in most cases the close relationship between the municipality and the provider give
the incumbent a distinct advantage in the bidding process. In retumn for agreeing to the terms of the con-
tract, the company is granted the nght to transport in all 911 responses. While the ambulance company
may be designated the “first responder” in cerlain areas, it is more common !o see the local fire depart-
ment be designated as first responder with the ambulance company responsible for second responder
and transport.

As the 911 emergency response market has developed, its visibility within a community has grown
considerably. Elected officials now view 911 emergency response as the third leg of a municipal services
stool alongside police and fire services. Mayors, supervisors, council members, etc. are keenly aware that
unsatisfactory response to a 911 call can end up on page one of the local media. As a result, municipal-
iies are factoring in performance and quality of service as the most important considerations in
awarding 911 emergency response contracts to private providers. Accordingly, those responsible for
approving contracts are utilizing more objective performance measures and demanding data from candi-
dates in the contracting process. We believe this trend is accelerating nationwide and heavily favors larg-
er operators such as EMT that employ sophisticated technology and can point to an outstanding track
record of performance in a number of markets.

The ambulance service companies that EMT has brought under its umbrella have a stellar record
in the 911 emergency response contract area. In evaluating suitable acquisition candidates, the company
places a premium on operators with a long established record of high quality, efficient 911 emergency
response service. None of the operators EMT has acquired have ever lost an existing 211 contract. We
believe EMT's strong position in the emergency transport sector provides the company with significant
downside protection as 911 emergency response call volume is highly statistically predictable by market
served and not subject to wide volatility. The company has also recently negotiated new contracts or ex-
tensions in important markets such as Santa Clara County, CA and Contra Costa County, CA giving it a
portfolio of high quality 911 emergency response contracts unparalleled in the industry.

The General Ambulance Service Business

Broadly defined, general ambulance service includes inter-hospital transport, discharge transport,
critical care transport, and transportation of the handicapped. A significant portion of general ambulance
transport is related to transport to and from long-term health care facilities. The majority of the general
ambutance transport market is controlled by hospitais and payers through contracts with local operators.
For example, if an individual is injured in an accident in Alameda County, CA and requires emergency
transport to a trauma center, that individual would be transported by EMT to the appropriate hospital. If
in our example, this individual happens to be one of the 4.5 million plus members of Kaiser Permanente
Health Plans (staff model HMO) and Kaiser desires to have that person in its own facility in Alameda
County, EMT (which holds an inter-hospital transport contract with Kaiser) wouid transport that patient,
once stable, from the trauma center to a Kaiser facility.

By virtue of its extensive operating profile and geographic coverage, EMT has been quite successful
in establishing general ambulance service contracts with key providers/payers. We believe the key to
growing this sector of the business lies in the company’s ability to serve the large payer groups in a par-
ticular region. With its extensive regional networks in markets such as Denver, San Francisco Bay Area,

7
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Miami, etc., EMT has an inherent advantage over smaller competitors through its ability to offer “one-stop
shopping” to the likes of a Kaiser Permanente. As managed care ptans grow and control more patients
in a region, EMT should control an increasing share of the non-emergency transports in its markets.

2) _Economics of Transport
911 Emergency Response

As highlighted eardier, revenues from 911 emergency response service account for approximately
70% of EMT’s revenues. The actual per transport charge in each municipality served varies by terms of
the contract, the level of medical content provided, and the type of service provided. Emergency response
and transport is most commonly serviced by Advanced Life Support (ALS) ambulances that are statfed
by one or two paramedics with advanced medical training. Revenue per ALS transport averages between
$350-450. In regions where Basic Uife Support (BLS) response is allowed, the average revenue per trans-
port is lower, primarily because BLS units are typically staffed by lower cost emergency medical techni-
cians (EMTs, and hence the ticker symbol!) with less sophisticated equipment. it is worth noting here that
EMT's ratio of ALS versus BLS units usec for 911 emergency response calls is higher than indus-
try norms and an important strategic advantage employed by the company as a barrier to entry for the
competition.

Contracts for 311 emergency response service require the provider to respond to all requests for
emergency transport in their assigned temitories. Unfortunately, not all individuals transported are capa-
ble of paying all or part of the eventual charges billed by the provider. Since the paramedic doesn't re-
quest a VISA card or credit history prior to administering care, the company does not know on a call-by -
call basis the capability of the patient to pay the eventual charges incurred. The uncollected portion of
billed revenues is termed “uncompensated care” in the ambulance industry. The level of uncompensated
care in any particular service area is a key component of the ultimate value of the 911 emergency re-
sponse contract and an important factor in establishing contracted rates within a community.

Industry wide, uncompensated care varies widely in the 15-40% range with fluctuations noted by
region and municipality. The factors impacting the level of uncompensated care are, as would be expect-
ed, related to the economic well-being of the population and demographic characteristics of the commu-
nity. By way of example, a provider could expect the level of uncompensated care in Harlem to be at the
high end of the range while the operator holding the 911 emergency response contract in Scarsdale would
experience uncompensated care ievels al the low end of the scale. While the level of uncompensated
care will vary widely by community, it is statistically predictable over the years and varies within a
narrow range. In our previous example, if the level of uncompensated care in Harlem historically aver-
aged 40%, the operator might see the level drop to 39% or rise to 41% in any given period, but rarely
wouid see a dramatic shift in either direction during the length of a contract. Because it is statistically pre-
dictable within a narrow range, the level of uncompensated care can be factored into the rate schedule
with a high degree of confidence when negotiating a 911 emergency response contract with the munici-
pality.

EMT's uncompensated care has averaged 22-23% of revenues over the past few years. We believe
EMT's uncompensated care expense is lower than the industry average due primarily to the quality of
reimbursement in the markets served and EMT's sophisticated collection process. In evaluating the at-
tractiveness and value of potential acquisitions, EMT management carefully reviews the uncompensated
care profile in a service area. Revenues are reported on a gross, billed basis while uncompensated care
is charged as an experise against revenues on the income statement.

""‘1
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General Ambulance Transport

General ambulance transport revenues account for approximately 30% of EMT’s revenues. The
majority of general ambulance transports are handled under contracts with hospitals (discharge, inter-
hospital), payers and other care providers. As most patients being transported are medically stable, the
majority of these transports are handled by Basic Life Support units staffed by EMTs. Revenue per trans-
port varies by region and medical content required and averages $150-250. Uncompensated care is less
of a concem in this market due to the higher proportion of insured patients and some degree of selectivity
in patients transported.

In certain cases, high risk patients are transferred between hospitals to access advanced technol-
ogy, particular surgical procedures, etc. In these cases the patients are transported in a unique ambu-
lance called a critical care transport (CCT) unit, outfitted with equipment similar to that found in a
hospital’s intensive care unit and are usually accompanied by either a nurse or a physician. Revenues
from these critical care transports can easily average $1,000-1,500 per transpost.

. The smallest element of the company’s general ambulance services is its wheelchair transport ser-
vices in selected regions. Revenues per transport average $50 with specially modified vans handling all
handicapped transport.

3) _Reimbursement
EMT receives reimbursement from three primary sources:
\ ®  The Private Insurer
h . Medicare/MediCaid
\ . Individuals
‘ Private insurers (including managed care organizations) are billed the full amount of the charges or
contracted rate. Typically, the insurer pays 80% of the charge with the insured responsible for the bal-
ance. In instances where the patient is covered by Medicare, the ccmpany is reimbursed at the rate of
80% of the prevailing market rate. I the patient has no insurance and is not covered under a govemment
health plan, the company bills the individual for the entire amount. In certain municipalities with a high

percentage of uncompensated care, the municipality will pay a subsidy to the provider in an effort to keep
the contracted rate within reasonable limits.

The plethora of payers and the not inconsequential payments required of individuals make accounts
receivable management and relationships with payers of paramount importance. We believe EMT has a
distinct advantage in the receivables management area due to the scope of its operations and corre-
sponding ability to develop real economies of scale in billing and collection. After establishing a “beach-
head” position in a particular market, the company is able to consolidate the billing and receivables
functions from subsequent acquisitions in the region, achieving superior cash management efficiencies
and tangible cost savings. By way of example, EMT recently completed the acquisition of Bridgeport Am-
bulance Services in Connecticut. With its existing presence in the Connecticut market through New Ha-
ven Ambulance Service, the company will be able to consolidate the billings and receivables
management into the New Haven operations and realize tangible savings in labor ard overhead and
more effective cash management.
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The reimbursement profile for EMT in 1992 was approximately as foliows:

Reimbursement by Payer as a Percent of Revenues

Uncompensated Care Medicare/Medicald

4) Corporate Strategy

EMT is executing a specific business strategy that it believes is unique in the industry and distin-
guishes the company from its competitors. The company also believes its strategy Is consistent with the
trends in the industry, particularly the 911 emergency response sector, toward higher standards of care
and more stringent performance goals. Key elements of their business strategy include the following:

= Focus on 911 Emergency Response: The company intends to continue to rely on 911
emergency response cont-acts as its primary source of revenues. Management believes
significant opportunitie = fr growth exist in the 911 emergency response market as mu-
nicipalities tum to the piivate sector for assistance in cost-effectively managing their 811
emergency response systems. In addition, revenues in this market are highly predictable
statistically and, given the long-term nature of 911 emergency response contracts, very
stable. in evaluating the attractiveness of acquisition candidates, management focuses
on the operators’ 311 emergency response component as a percent of total revenues.

. Technological Leadership: Management believes it is imperative to utilize the latest
technology availabie to maximize efficiency and productivity. In particular, the company
believes cost-effective improvements are available by implementing sophisticated dis-
patching systems using global positioning sateflite technology, digital mapping, etc., re-
ducing the level of uncompensated care by instaliing predictive dialers, and updating
MIS systems to provide real-time data capabile of identifying performance issues imme-
diately. Employing the most cost-effective technology is key to managing a nationwide
network Of regional operators.

. The Use of ALS Units in 911 Emergency Response: An important component of the
company’s strategy is to use Advanced Life Support units in the majority (65%) of 911
emergency response calls. Employing more highly trained paramedics, the use of ALS
units parallels the trend toward increasing levels of medical content in on-scene treat-
ment and pre-hospital care.

. Expand Operations Utilizing Experienced Management: Through its aggressive ac-
quisition program, EMT has acquired literally hundreds of years of senior operating ex-
perience. In all key acquisitions, existing management has remained in place and is
motivated through the financial structure of the consideration paid to continue to improve
performance. Having senior operating management in-house is an important element in
the company’s strategy to expand in existing markets to create a network of strong re-
gional operators.

10
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. Maintain Community Roots: Choosing a private ambulance company o serve a com-
munity’s 911 emergency response requirements remains a decision that is made at a
local level. Choosing the wrong provider can be a minefield for elected officials and they
naturally find solace in working with established local management. EMT's strategy of
giving local operators an incentive to stay on board post-acquisition in *beachhead”
properties is a key to maintaining roots in a community.

5)_Acquisition Strat

As highlighted in our industry report, “The Private Sector to the Rescue-An Overview of the 911
Emergency Response and General Ambulance Market” we believe the industry is poised for growth and
ripe for consolidation. The future leaders in this industry sector by the end of the decade will be those
companies ‘hat take action now to acquire strategically critical properties and begin to develop the infra-
structure required to realize the operating and financial synergies inherent in consolidation. It is our belief
that EMT has a substantial lead in the race to acquire key properties and that the willingness of manage-
ment to be at the forefront in consolidating this industry will be rewarded in the years to come.

in the short term, the company’s focus is on acquiring operators in strategically important
markets. These “beachhead” properties, as the company terms them, form the nucleus of a future net-
work that the company develops in a region along with future “lock-on” acquisitions of smalier providers
in contiguous markets. As the network takes shape, the company expects to realize significant operating
and financial synergies as discussed later in this report.

Implementation of EMT’s acquisition strategy will vary by the market dynamics, availability of acqui-
sition candidates and other factors in any particular region. EMT's ability to be flexible with regard to tim-
ing and structure of acquisitions is a key strength of the company and positions them as a strong buyer
in any competitive bidding situation. The company’s recent success in establishing EMT as the dominant
private ambulance provider in Colorado is illustrative of the “beachhead”/“lock-on” acquisition strategy
and an excellent example of its ability 1o be opportunistic in implementing this strategy. At the time of its
IPO, EMT had no operations in the state of Colorado. In December 1992, EMT closed the acquisition of
Denver-based Ambulance Service Company, Colorado’s leading private ambulance sefvice company. In
April 1893, the company closed the acquisition of A-1 Ambulance Service which serves the surrounding
communities of Boulder, Colorado Springs, and Longmont. Using the previously acquired Ambulance
Se, sice company, EMT was awarded the 911 emergency response contract for Aurora, CO, a suburb of
Denver and the third largest city in the state. This month, the company solidified its position in Colorado
by acquiring Reed Ambulances, Inc. of Denver. With this acquisition, EMT's service in Colorado will have
progressed from zero at the time of the IPO to the dominant provider in the state in a period of less than
one year.

EMT'’s success in acquisitions is attributable not only to a well-executed acquisition strategy, but
also to its pace-setting reputation in the ambulance sector — people like to join winners! EMT's use of
equity in “beachhead” acquisitions gives acquirees substantial incentives to maximize performance. The
financial resources available to the company and its experience in structuring acquisitions that appeal to
acquirees will be an imporiant strategic advantage to EMT over the next 12-24 months as desirable
“beachhead” properties turn over.

51 S . {E . f Scal
EMT's strategy of creating strong regional networks by acquiring ambulance providers in contiguous
markets is rooted in the premise that operating and financial synergies will be available from consolidating

the operations of several independent providers in a region. The benefits to consolidating operations in-
clude tangible cost savings in labor, equipment, and overhead as well as productivity gains as the “down-
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time” component is reduced and asset utilization rates are increased. As an example, eliminating one
redundant Advanced Life Support unit from a combined fleet can save an operator approximately
$400,000 annually. As the reader can imagine, companies involved in the 911 emergency response seg-
ment of the market are forced to keep a "safety stock” of units in operation to meet response time goals
and cover unexpected events. Simplv eliminating duplication in the safely stock in a8 combined operation
can lead to tangible savings. Consolidating operations and the resulting synergies also presents a barrier
to entry for competitors who do not enjoy similar synergies in the competitive bidding process.

The operating synergies and economies of scale experienced by EMT can be categorized as both
regional and national in nature. On a national basis, EMT experiences savings in the following key ex-
pense categories:

* Purchase of Equipment and Supplies: Bought in bulk and distributed throughout the
network

- Insurance: Mutti-million doflar umbrella policy in place to cover all its operations
’ Lower Cost of Capital: Distinct advantage in acquisitions

EMT also sees tangible cost savings and productivity gains when it consolidates providers in a re-
gion such as the Denver market and the San Francisco Bay Area. Some of the more visible regional op-
erating synergies occur in the following areas:

» Dispatching Systems: At the heart of optimizing equipment and labor productivity and
achieving response time goals is a technologically sophisticated dispatching system.
Stepping into EMT's dispatching center in Fremont, Califomia that handles an average
of 600 calls per day for Alameda and Coatra Costa Counties, one could envision that in
their spare moments (of which there are few) the operators could guide a San Francisco
bound 747 into SFO Intemational Airport. In the darkened control room are multiple op-
erators seated at sophisticated communications consoles watching an array of electron-
ic mapc that pinpoint the exact location and status of every ambulance on the streets.
Features such as satellite-based navigators, computer graphics and electronic maps for
counties accurate to the block are part of an impressive array of equipment designed to
enhance efficiency, pare operating costs and meet more stringent 911 emergency re-
sponce contract requirements. The company estinates that its GPS-based dispatching
system operating in the Bay area decreases the number of ambulances required o ser-
vice the counties by twenty units.

The productivity gains experienced result from utilizing computer derived algorithms
which position units in high demand locations by the minute, significantly reducing down-
time and shortening response time. Real time data on location and status allows the ’s-
patchers to move units around like chess pieces to better meet anticipated demands. As
a result, less ambulances are required to service an area and tangible productivity
gains are realized. Smaller, local providers typically lack the capital to invest in ad-
vanced dispatch systems and the call volume to justity installation of a state-of-the-art
dispatching system. As the company acquires smaller operators in contiguous markets,
EMT's strategy is to fold the acquiree’s dispatching system into a regional center to le-
verage off an infrastructure of advanced dispatch centers. In addition to tangible cost
savings and productivity gains, an advanced dispatching system is a significant barrier
to entry for any competitor looking at bidding on a 911 emergency services contract held
by EMT.
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. Billing and Receivables: Regionalized administration of billing and management of ac-
counts receivable eliminates redundancy in the collection process leading to more effec-
tive cash management. Since the payers are the same, a centralized billing function can
produce a much higher collection rate per employee than several smaller providers each
handling billing and collection on their own.

8  Maintenance: Ambulances are under extreme use and require extensive and frequent
maintenance to insure 100% perdormance. Consolidating several maintenance centers
into one facility leads to labor, equipment and overhead savings.

7} _Management

The strategy outlined by EMT requires management with expertise in both ambulance service op-
erations and in identifying and structuring acquisitions to add value in consolidating industries. EMT's se-
nior management has the optimal blend of both sides of the management coin. The management team
is led by Paul Verrochi, Chairman and CEO and Dominic Puopolo, Executive Vice President and CFO.
Both Mr. Verrochi and Mr. Puopolo are founders of the company. Prior to founding EMT, Mr. Verrochi and
Mr. Puopoio built and managed two highly successful service industry companies through the consolida-
tion of local providers into regional and national companies.

The company has hundreds of years of senior operating management experience as a result
of the consalidation of the original four providers at the time of the PO and subsequent acquisitions. Paul
Shirey, previously Executive Vice President of the company, was rccently named Chief Operating Officer
of EMT. Mr Shirley has over thirty years of experience in the ambulance service industry and has served
on numerous industry association and municipal commissions. Other key members of management in-
clude: William “Earl” Riggs, Executive Vice President, with approximately thirty years of direct operating
experience in the ambulance service sector; Joseph Paolella, Executive Vice President, with over twenty
years of industry experience and currently the Chairman of the govemment affairs committee of the Amer-
ican Ambulance Association; and Michael McClymont, Senior Vice President, with extensive experience
in the integration of new acquisitions into a corporate structure in a variety of service organizations. In
addition to the depth of senior management expertise, the company benefits from a Board of Directors
with noteworthy experience in acquisitions, capital markets and health care reimbursement.

One feature that attracts us to the company is its success in retaining local management after ac-
quiring a “beachhead” provider. In all major acquisitions, the company has retained senior management
and benefits from their invaluable ties in the community. Retaining management insures a seamless tran-
sition from day one and brings with it a wealth of experience that further solidifies the company's man-
agement base. From our conversations with operators recently brought under the EMT umbrella, it is
evident that the company recognizes the challenges associated with rapid expansion and takes great
pains to create an environment and compensation structure that rewards the acquiree for continued su-
perior performance.

Opportunities For Growth

We believe the leadership exhibited by EMT in consolidating the private ambulance service sector
and the favorable market conditions in this industry will allow the company to achieve sustainable revenue
and eamings growth of 25-30% for the foreseeable future. A few of the more visible trends expected to
impact the company’s growth include the following:

- Compelling Market Dynamics: We estimate from industry sources that the 911 emer-
gency response and general ambulance market is growing at approximately 10% annu-
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ally. Contributing to this growth are increasing transport volumes as the baby boomers
begin to enter their “golden years” and a growing U.S. population, particularly in metro-
politan regions on the coasts where the company is strong. Revenue per transport is also
rising faster than inflation as municipalities require increasingly sophisticated levels of
pre-hospital care and medical content rises. Early intervention by trained emergency
personnet in the 10-20 minute "golden period” post trauma has been shown to improve
the probability of recovery. As an example, the availability of a defibrillator and trained
paramedics can mean the difference between life and death for a heart attack victim. The
capability to stabilize the patient on-scene and administer appropriate treatment can also
significantly reduce the risks and compiications associated with delayed treatment.

Industry Sector in Transition: The private ambulance market is evolving from a highly
fragmented industry populated by numerous small providers to one in which strong na-
tional and regional operators that can take advantage of the synergies available in con-
solidation will prosper. The ¢hange in the structure of the industry is accelerating as more
stringent performance goals and higher standards of care are demanded by municipali-
ties in the 911 emergency response market. The emergence of group health care plans
and their interest in contracting with providers capable of serving large patient popula-
tions under their control is another factor behind the consolidation trend. in addition,
many private providers that entered the industry in the 1960s and 1970s are looking for
a liquidity vehicle to realize value.

Trend Toward Privatization: Municipally managed, tax subsidized 911 emergéncy re-
sponse services can cost residents of a community more than contracting from a private
provider and these programs are being evaluated daily to justify their continued exist-
ence. Since we don't see the municipal budget picture getting any brighter, the opportu-
nities for private provideis such as EMT should increase. The budding trend toward
public/private partnerships in which providers divide up a service area to maximize effi-
ciency is a compelling development that could accelerate even further the privatization
trend.

Leadin:3 Consolidator in Sector: EMT management has put theory into practice by
successfully closing seven acquisitions and signing a letter of intent with one other com-
pany in less than a year. All of the acquisitions completed to date have been accre-
tive to earnings and we foresee this pattern continuing in the future. Having proven
successful in the public market since its IPO in August 1992, EMT is in a premier position
to negotiate with potential sellers to bring further acquisitions under the EMT umbrella.

Synergistic Upside: As proven by the company in markets such as the San Francisco
Bay Area and the Denver corridor, significant upside is available through operating and
financial synergies in the consolidation process. EMT’s management has proven capa-
ble of identifying synergies in dispatching systems, labor and equipment utilization, in-
surance, maintenance, and billing/receivables management. As future acquisitions are
consolidated into the company’'s corporate structure, the leverage gained from these
synergies will become an important component of eamings growth.

14



MONTGOMERY

IECURITIES

-

Financlal Overview/Forecast Assumptions

American Medical Response has enjoyed substantial growth in revenues, operating income, and
earnings per share over the last several years.

Summary Historlcal and Projected Income Statements*

($ millions except per share)
1969 1990 1991 1992 1993E 1994E
Revenues $65.6 $84.9 $108.0 $121.2 $189.4 $261.2
Operating Income 45 55 9.5 103 16.4 233
Pre-tax Income 34 43 83 95 153 216
Net Income 19 24 4.7 5.9 8.8 125
EPS $0.24 $0.30 $0.59 $0.67 $0.80 $1.07

* Note: results pnor to the company’s IPO in August 1992 are the combined results of the four separate ambu-
fance companies acquired at the time of the IPO plus the financial results from the purchase of Randle-Eastem
Ambulance which was treated as a pooling of interests transaction.

1) Revenues
EMT derivas revenues from two sources:

911 emergency response
General ambulance services

Approximately 70% of the company’s revenues are from 911 emergency response with the balance
from general ambulance services. Future revenue growth in our model will be cerived from:

Existing Operations - We are assuming an intemal or “same-store” growth rate of 12%
for existing operations. This growth is attributable to an increase in both the number of
transports and the average revenue per transport as described earlier in this report.

Acquisitions - The balance of the company's future revenue growth will come from ac-
quisitiors. Our model assumes the following acquisitions:

1993: One additional acquisition with an annual revenue run rate of $10 million is
closed in the fourth quarter.

1994: Four acquisitions with annual run rates of $9 million each are closed evenly
throughout the year at the beginning of each quarter resutting in $23 million of
additional revenues for the year.

New Contracts - New contracts are 911 emergency response contracts that are award-
ed to existing EMT operators in markets contiguous to existing service areas. For 1933
we are assuming the Aurora, CQ contract in the second quarter, with $3 million in annual
revenues, and one more new contract in the fourth quarter with $3 million in annual rev-

enues. For 1994 we are assuming $9 million (annual ran rate) in new contracts acquired
evenly throughout the year.

15
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Summary of Revenues by Category 1993-1994
(S miltions)
1993 1994
Existing Operations® $155.8 $233.9
Acquisttions 31.1 228
New Contracts 25 45
Total Revenues $189.4 $261.2

Acquisitions and new contracts are added 1o existing operations in the following year. For example, all 1993
acquisitions and new contracts become part of existing operations in 1994 and grow at the intemal growth rate
for all existing operations of 12%.

2) Operating Expenses

Operating expenses consist of Salaries and Benefits, Uncompensated Care, Depreciation and Am-
ortization, and Other Expenses. We assume total operating expenses will decrease slightly from 91.5%
of revenues in 1992 to 91.3% in 1993, and 10 91.1% in 1994, The most significant category of operating
expenses is uncompensated care which, as described earlier in this repont, is an expense category to ac-
count for non-reimbursed ambularice services provided. The company’s experience has been for uncom-

pensated care to run between 22-23% of total revenues. We are conservatively assuming
uncompensated care of 22.4% of revenues in 1993 and increasing slightly to 22.9% in 1994.

3) Balance Sheet

EMT's balance sheet is very strong and the company is well-positioned to finance future acquisi-
tions. As of March 31, 1993 EMT had working capital of $24.8 million and a debt to total capitalization
ratio of 23.7%. As a resul of the company's IPO in August 1992, in which the company raised over $23
million, EMT has sufficient cash for further acquisitions. In addition, the company is cash flow positive on
an operating basis and also has $18.5 millicn available under a $30 million credit line to fund future ac-
quisitions.The company expects to increase this line to $50 million in the third quarter. Note that future
key acquisitions will most likely follow historical precedence and be financed mainly by stock, which his-
torically has comprised 60% of the total purchase price. Details regarding the company'’s letter of intent
to purchase 911 Emergency Services of Modesto are unavailable at publication. This acquisition, if com-
pleted, is a major acquisition which could significantly alter the company’s outstanding debt, cash position
and capital structure depending on the terms.

Accounts receivable at March 31, 1993 were approximately $40.2 million, net of allowance i - un-
compensated care of $14.7 million. Average days outstanding is cumrently running at 87 days which is
down from 103 and 102 days in 1992 and 1991, respectively. When EMT records revenue from a 911
emergency response, it also immediately records approximately 22-23% of this amount as a reserve
against uncollected revenues. As these revenues are either collected or deemed uncollectible and cred-
ited against uncompensated care, accounts receivable and the allowance are adjusted accordingly. Cur-
rently, the allowance for doubtful accounts is 36.7% of accounts receivable which suggests that EMT is
very conservative with respect to reserving for uncompensated care.
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Competition

EMT and Rural Metro are currently the only publicly traded ambulance service companies in the
industry. Rural Metro operates private fire service for rural communities in the Southwest and Florida as
well as emergency transport and general ambulance services in these markets. A number of other private
companies are seeking to expand through acquisition and compete directly with EMT for core “beach-
head” properties. Some of the more successful but smailer private companies following a similar acqui-
sition strategy include:

Company - g : _Lééation
Careline Southem California
LifeFleet | Southem Califomia/South/Northwest
Chaulk Ambulance Northeast
Mercy Ambulance Midwest/South
National Medical Transport Network(Medtrans) Washington/California/Nevada/Texas (Recently acquired
by Laidlaw Inc.).

Perhaps the most significant competitors for desirable 911 emergency response contracts are the
municipalities themselves. While the economic justification for going to a private operator is compelling
and municipal budgets remain under pressure, the political reality of wresting controf from a fire depart-
ment can be an obstacle in certain cases. Private ambulance providers of 911 emergency response ser-
vices must generally be approved by local fire departments within the service area. As a result, private
providers are forced to walk a fine line between selling themselves as economically attractive and capable
of providing a high level of service without denigrating existing service provided by municipal agencies.
On the positive side, we are greatly encouraged by the growth in public/private 911 emergency response
partnerships and believe this model could prove to be a most attractive solution for private providers in
large urban areas.

Risks

» The Unknown Quantity of Health Care Reform: At this stage, it is not possible to predict how
health care reform and the much discussed HPICs, price freezes, managed competition, etc. will
impact the private ambulance industry. However, itis our belief that any program to cover the unin-
sured in a national heaith plan could provide a short-term boost to private providers by greatly re-
ducing the level of uncompensated care. Eventually, we expect that private payers presently stuck
paying a portion of every bill to compensate for the uninsured would push for lower rates and the
market would retum to equilibrium. Overall, we believe EMT's eamings projections have minimal
exposure to downward pressure froin health care reform initiatives and could, in fact, enjoy shoi.-
term upside until prevailing rates adjust to account for coverage of the uninsured.

. Shortage of Attractive Acquisition Candidates: A significant portion of the company's earnings
growth is dependent on future, unannounced acquisitions. If atiractive properties are unavailable or
the price for available propenrties increases markedly, EMT may fall behind in its acquisition strategy.
This risk is minimized by the sheer number of private operators, market dynamics that favor large
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call volume operators and our belief expressed earlier in this report that potential acquirees want to
be associated with a winner like EMT.

. Level of Uncompensated Care Increases: From an expense control standpoint, EMT has the
least degree of control over the level of uncompensated care in any particular quarter. Should the
company experience greater levels of uncompensated care than historically noted, eamings could
be negatively impacted. Based on the company’s tenure in markets in which it has major 911 emer-
gency response contracts, we believe any short-tenm exposure to uncompensated care is mini-
mized by the insight gained from operating in these markets for extended periods of time. Further,
while the level of uncompensated care varies by community, it is highly predictable and subject to
minimal voiatility on a quarterly and annual basis.

Loss of a Municipal Contract: The loss of a major 911 emergency response contract would have
an unfavorable impact on the company's operations. In particular, EMT's contracts to provide 911
emergency response services in Alameda County, Santa Clara County, and Contra Costa County
in the San Francisco Bay Area are expected to individually provide between 3-7% of the company's
revenues in 19393. Offsetling the risk of losing an G511 emergency response contract is the com-
pany’s tenure in providing service in their respective markets, its position as the incumbent supplier
and the company'’s track record of 100% success in winning ccntracts in existing markets. Of the
contracts mentioned above, all have recently been re-negotiated and extended with the earliest con-
tract expiration date set for June 1994 (with a two year extension at the county’s option).

. Poor Results from an Acquisition: The company’s eamings could be adversely impacted by un-
anticipated problems in a key acquisition. Given the pace of consolidation in the industry, this risk
exists for all companies at the forefront of the acquisition process. In the due diligence process of
evaluating acquirees, EMT management expends considerable effort understanding operations
and the characteristics of the markets it serves. We believe EMT's ability to draw on the expertise
of its operating management is a key advantage in the due diligence process and minimizes the
risks associated with the aggressive pace of acquisitions.

Valuation

At $20-5/8, EMT is trading at 26x our 1993 EPS estimate of $0.80 and 19x our 1994 EPS estimate
of $1.07. We note that at this price level, the P/E as a percent of our forecasted 30% growth rate in earn-
ings is 87% based on 1993 estimates »~2 CT70 ui our 1994 estimates. The most direct comparable is Ru-
ral/Metro which recently went public and is currently trading at 21x 1993 EPS estimates and 18x 1994
EPS estimates, although preliminary secular EPS growth is forecast ‘o equal 20%. In addition, we re-
viewed the P/E ratio as a percent of eamings growth for leading consolidators in the death care (funeral
homes and cemeteries), waste management, and medical rehabilitation areas. Qur analysis shows that
a sample of six companies in these seclors have an average P/E ratio of 21x 1993 estimates and a P/E
over growth ratio of 1.1x. Using this analysis as a guide, we have established a 12 month price range
target for EMT shares of $23-25. Again, it should be noted that at press time EMT announced an agree-
ment to acquire another Califomnia ambulance provider with 1992 revenues of approximately $50 million,
This potential acquisition, which is expected to have a favorable impact on 1994 earnings estimates, has
not been factored into our earnings model or valuation analysis. Wnen further details are available and
the certainty surrounding this transaction increases, we will adjust our eamings model accordingly.
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Conclusion

American Medical Response is the leading private provider of emergency transport and general am-
bulance service in the country. Since its initial public offering less than one year ago, the company has
successfully executed its strategy of acquiring top flight private ambulance service providers in key mar-
kets at attractive valuations. Further, the company is beginning to recognize operating and financial syn-
ergies from its early acquisitions resulting in both impressive revenue growth and corresponding growth
in operating income. With the great deal cf uncertainty surrounding health care reform and its eventual
impact on health care service providers, it is refreshing to find a company in the health care sector
ahead of schedule in executing its strategy with the potential for significant earnings growth and
limited downside risk. We befieve American Medical Response fits this profile and are initiating cover-
age of the company with a BUY recommendation and a 12-month price target of $23.00-25.00 {12-21%
above current levels).

Thomas E. Sullivan
(415) 627-2505

Randall J. Heppner
(415) 627-2254
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SUMMARY BALANCE SHEET
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SMALL CAP EQUITY RESEARCH

July 1, 1993 Company Report

American Medical Response, Inc.

(NYSE - EMT)
Stock Rating: Outperform

GAINING SHARE IN A GROWTH INDUSTRY — AMBULANCE SERVICES

Recent Recent Fiscal _EarningsPerShare = __ P/ERatio ~ Dividend Current
Range Price Yr-end 1992 1993E 1994E 1993E 1994E Rate Yield
20-8 19 Dec. $0.67 $0.80 $1.00 213 17.9 Nil Nil

— INVESTMENT RECOMMENDATION

o

We are initiating coverage of American Medical Response, a provider of ambulance services, with
o an Outperform rating. EMT could expand EPS by over 20% annually over the next several years.
The industry is expanding 10% to 13% annually and operating leverage should lead to stronger
earnings growth. EMT is the largest publicly traded pure play in this consolidating industry.

Although EMT is not inexpensive on a statistical basis, we would begin to accumulate these shares
for the following reasons:

. EMT is purchasing the largest and best run private ambulance companies at attractive
multiples of eamings and cash flow that are additive to eamings. Earnings should increase since
after about six months, operating units begin to benefit from operating economies of scale.

™ For the long term, the compary is building an organization of elite onerators, with long
histories of service in their respective communities. Additional growth could take hold as the
company purcnases smaller operators and merges them into existing operations. The company
has been acquiring larger ambulance companies for acombination of stock, debt and cash. Smaller
purchases are likely to be for cash.

Y EMT has been completing acquisitions ahead of schedule. Additional acquisitions this year
should lead us to increase our eamings estimates.

e  Thevaluation of the stock could improve if the number of shares held by the pubiic increases
and the average trading volume rises. We would not be surprised if the company proceeded with
an offering to provide capital for future acquisitions as well as liquidity for certain operators who have
previously sold their ambulance companies to EMT.

Special Situations Todd M. Berko
P (212) 510-3727
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BASIS FOR RECOMMENDATION

Valuation

On a purely statistical basis,
American Medical Response ap-
pears fairly valued. However, cur
current estimates make the very
conservative assumption that EMT
will acquire no more companies in
1993. In addition, we believe the
market penalizes the company’s
valuation, as noncash charges de-
press earnings. In its short history
(the company was formed in early
1992 and went public midyear),
company management has often
exceeded expectations, and we an-
ticipate upward adjustments to our
eamings estimates.

Heavy goodwill amortization ex-
penses mask the company's real
earning power. The company’s mul-
tiple on current-year eamings of
20.4 times is close to its expected
growth rate. Yet, this includes sig-
nificant charges from the
amortization of goodwill. Excluding
these charges, earnings would be
$0.92 per share and the growth rate
would be higher. Without goodwill
expense. the company’s share price
could approach $20 per share, 23%
above cument levels.

recently signed letter of imtent, there
is the potential for additional acquisi-
tions that could move estimates up
$0.05 or more this year and an even
greater amount in future years.

The company has announced it
is in negotiations to purchase an ad-
ditional company with, perhaps, $50
million in sales.

Our assumption of only modest
improvements in operating margins
over the next several years could
also prove 100 conservative. The
company has already hired much of
the corporate staff to oversee any
integration. Addition of a senior ex-
ecutive expert at moving companies
from the entrepreneurial to the cor-
porate stage of development could
further enhance margins. These
improvements should begin to occur
in 1994.

Finally, the company has yet to
substantially benefit from add-on
acquisitions, which could generate a
greater impact on EPS from each
dollar of revenue acquired than from
the company’s recent acquisitions.
Bridgeport Ambulance Service will
soon closa, becoming the first add-
on acquisition. These acquisitions
have yet to occur as the market to
purchase large companies has been

Reasons to Purchase

¢ The private ambulance industry
is growing 10% to 13% annually.
The number of ambulance trips is
increasing as the population ages
and transportation between hospi-
tals and other care facilities
becomes more commonplace. The
revenue generated per emergency
trip, about two thirds of company-
wide revenue, is increasing as there
is a nising level of medical sophisti-
cation required. An increasing
number of municipalities are seeking
ways to outsource this service.

e Market forces continue to move
owner-operated companies into
larger organizations. Ambulance
companies are facing increasing
capital requirements and face sig-
nificant obstacles when attempting
to expand. By selling to a larger en-
tity for stock, cash and seller debt,
the owner/operator diversifies his
assets, benefits from the growth in
the ambulance industry, and contin-
ues to operate the local company.
Further, the owner/operator elimi-
nates the financial pressure of
having to guarantee all company
debt personally.

e The concern over health care
reform may provide incentives for

Our $0.80 per share estimate more robust than expected. Gaining owner-operators to diversity their
for 1993 assumes no additional ac- significant market share through assets.
quisitions in the current year. Given  major acquisitions expands the e There continue to be many ac-
that the company has completed number of potential add-on acquisi- quisition opportunities. The
five since November 1992 plus a tions. company makes under 15 acquisi-
BusiNess

Amencan Madical Response s the largast publicty held provider ot ambulance serices. This
industry is expanding at 12.5%-15% annually, providing tha company with the potential for 20%
EPS growth. The company acquires larger competitors for a combination of cash, stock and 20

company debt. Smaller competitors are purchased for cash.

Projected 5-Year Growth Rate 20% Debt as % of 1393 Capital 31.2%
Shares Outanding (Millions) 10.7 Est. Ret. of 1993 Avg. Equity 22.2%
Average Daily Trading Volume 18500 P/E relative to S&P 500

institutional Holdings 16 % Cashfiow Per Share (1994E) $1.45
tnsider Ownership 59 % Multiple of cash flow 138
Book Value (1995E) $4 64

Price/Book 43

Revenues Per Share (1993E) $16.4)

Market Cap /Revenues {1993E) 12

n

”1

American Med Responxe Inc (EMT)

" L aattbhe s

Source: Kidder, Peabody & Co. Incorporated




tions annually and the number of
potential targets exceeds 300.
While the company has concen-
trated on larger acquisttions, small
add-on acquisitions have the poten-
tial to further enhance EPS. Smaller
acquisitions benefit from operating
economies of scale as they are usu-
ally merged into a larger operation.
e EMT has advantages when
competing for acquisitions. Asthe
‘argest of two publicly held ambu-
lance cumpanies, EMT can offer
stock as part of the acquisition pack-
age. EMT's operating management
is well respected as it has run some
of the largest and best known inde-
pendent ambulance companies.
The company is completing acquisi-
tions ahead of schedule and on
favorable terms.

o Company EPS could grow 20%
annually over the next several years
given industry growth (12-15%) and
acquisitions. EMT purchases pri-
vate coinpanies for about 8-10 times
trailing 12-month eamings. This
valuation includes the goodwil, im-
plied by the acquisition. Economies
of scale gained from a private
company's joining a larger company
increase the positive impact on
eamings after about a six-month lag.
> Operating managers own a
large amount of EMT's stock. In-
creasing earnings raise the market
value of the company and has a sig-
nificant impact on the operating
managers’ personal net worth.

e The company is negotiating an
acquisition that, if completed, could
add $0.05 in eamings in 1994.

Concerns

e Heatlth care reform increases
uncertainty. However, under m /st
scenarios, the demand for ambu-
lance services could increase.
Universal coverage could iead to
reduced pricing, but thic may be off-
set by lower uncompensated-care
write-offs. The most negative sce-
nario is a price freeze without wage
controls.

Kidder, Peabody & Co.

Incorporated

American Medical Response, Inc.

Table 1
Market Participants

Volunteer 7,000

Municipalities 3,700

Hospitals 2,000

Private 2,100

Source: Company estimates.

e High insider ownership, particu- AN EXPANLING, FRAGMENTED
larly among former ambulance INDUSTRY

company owners, may lead to a sig-
nificant overhang. The company is
sensitive to this issue and insiders
have been selling shares in an or-
derly fashion.

e Overtime, the price of acquisi-
tions may rise, particulary as
additional ambulance companies
come public. EMT's strategy of
concentrating on core acquisi'ons
should allow the company to gain
access to many markets before
competitors enter them and bid ac-
quisition prices up. If the market for
larger acquisitions later becomes
overpriced, the ccmpany can then
concentrate on add-on acquisitions.
e Revenue and profit growth may
slow as acquired revenues are likely
to diminish as a percent of a grow-
ing revenue base. Add-on
acquisitions could allow EPS growth
to expand more quickly than rev-
enue growth. EMT will most
probably make smaller acquisitions
for cash and generate not only cor-
porate, but also operating
economies of scale.

The ambulance industry is a $5
billion, highly fragmented industry
with about 15,000 providers (see
Table 1). Only about 30 companies
have annual revenues in excess of
$20 miflion (see Table 2). Growth
has been about 10% annually over
the last decade, but could acceler-
ate. About half the participants
serve markets in which population
densities are too small to support a
profitable private operation. Al-
though these operations may be
profitable, they are too small to inter-
est EMT.

Increasing Demand

Ambulance services has been a
growth industry throughout the
1980s. in 1980, the total market
was $1.5 billion and private compa-
nies represented about 33%. By
1930, the market grew to $4.3 billion
and private companies represented
55%. The current size is estimated
at $4.9 bilion. By 2000, the market
could reach $10 billion and private

Annual Revenues

Over $30 million:
$20-$30 million
$15-$20 million
$10-$15 million
Under $10 million

American Medical Response, inc.
Table 2
Participants’ Size

No. of Participants

8

20

70
160
1.900
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companies could represent 66%.

The number of ambulance trips
has been increasing. in the past,
emergency patients were trans-
ported to a hospttal, where they
stayed until full and complete recov-
ery. Now, after the initial
emergency call, patients might be
transported to the respective health
maintenance organization of which
they are a member or a hospital that
specializes in a specific iliness. Ad-
ditional ambulance trips might bring
the patient to centers housing ex-
pensive test equipment. For
example, Magnetic Image Reso-
nance Machines and other
expensive technologies are now
centrally located to generate enough
revenues to support the test facility.
Finally, discharged patients who are
not fully recovered might require
ambulance services if they are sent
to another facilty to complete recov-
ery or home, where they will receive
in-home health care. A short ambu-
lance ride may move a patient from
a $2,000 per-day bed to a $500 per-
day bed. EMT provides compiete
patient transport services, from the
most technically sophisticated criti-
cal care transport to more basic
services.

Private ambulance services
may continue to expand more
quickly than the industry as a whole.
Municipalities can reduce or elimi-
nate the cost of ambulance services
by contracting with a private com-
pany. Private ambulance
companies can garner economies of
scale by serving several communi-
ties, justifying investments in
computer software and systems to
improve collections from third-party

sources — Medicare, Medicaid and
private insurance carriers. Service
levels and response times improve
as larger companies can invest in
more efficient dispatching systems
and improved training. Over time,
municipal subsidies to private ambu-
lance companies tend to fall as they
become more efficient and retum
some of the savings to the commu-
nity to solidify their local

4

relationships.

Value-Added Services

About two-thirds of EMT's rev-
enues are generated by providing
exclusive emergency services over
specific geographic areas. Ad-
vanced life support ambulances
contain many of the drugs and de-
vices found in an emergency room
plus advanced communications to
talk to both the dispatch center and
the local hospital. While an ambu-
lance is traveling to an emergency
room, physicians may give direc-
tions on administering treatment and
drugs to the patient. )

Over the past several years, the
average revenue per emergency trip
has beenincreasing. Local govem-
ments are requiring more
sophisticated vehicles, faster re-
sponse times {(often within eight
minutes 80% of the time) and more
highly trained employees to utilize
available: tecinoiogy. Costs rise fur-
ther as corcems over AIDS and
other blood pathogens increase the
need for equipment to protect para-
medics and for procedures for
disposal of used equipment.

The basic iite support (BLS)
business leverages off the
company's infrastructure required to
maintain advanced life support.

BLS transports patients between
facilities for additional treatment,
tests, or to discharge to another
care facility. These ambulances
have fewer drugs and less technol-
ogy. but use the same maintenance
tacilities and dispatching terminals.
Critical care units transport critically
ill patients, who, under federal regu-
lations, must receive the same level
of care whether in a critical care unit
or inthe ambu:ance. Athoughttis
currently only about 3-5% of the
business, BLS is the fastest growing
seivice.

AMER!CAN MEDICAL RESPONSE
SHOULD OQUTPACE INDUSTRY
GROWTH

In addition to benefiting from

industry growth, EMT is expanding
through acquisitions. Since going
public, the company has acquired o7
signed a letter of intent for an esti-
mated $79.3 million in annual
revenues, about 40% of the esti-
mated cumrent revenue. The
company's acquisitions year to date
have already exceeded its budgeted
plans through the end of 1993, and
we expect further acquisitions that
would be additive to eamings. The
company is currently negotiating an
acquisition that cou!d add over $50
million in sales. In 1994 we expect
acquisitions of $55 million in annual
revenues. All acquisitions except
one have been of larger competitors
that create central locations suppon-
ing further local expansion.

Longer term, the company
should begin to acquire smaller pro-
viders. EMT would benefit from
reductions in both corporate and op-
erating overhead. Typically, the
physical plant of a small acquisition
will close and all dispatching and
maintenance functions will be
handled from a central location. Ef-
tective deployment of an ambulance
fleet does not require strategically
located garages. The most efficient
dispatching system (flexible deploy-
ment) requires ambulances, when
on call, to be on the street.

The Industry Is Moving Toward
Consolidation

Capital requiraments are in-
creasing. Localities are requiring
more rapid response times and
more sophisticated ambulances. A
fully loaded emergency services am-

bulance now costs about $100,000
($50,000 for the vehicle alone), and

an ambulance to transport critical-

care patients is $250,000. This
compares to $50,000 for a more ba-
sic unit. To improve response
times, ambulance service compa-
r‘es must either increase the size of
the fleet or invest in more sophisti-
cated dispatching technologies.
Because of its size, American Medi-
cal Response can negotiate volume
discounts on equipment.

e
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American Medical Response, Inc.
Earnings Model
(in thousands except per share amounts)
1991 1992 1993E 1994E
Revenues $94,104 $106433 $183,000 $236.900
Percent Change 28.6% 13.1% 719% 295%
Expenses:
Salaries and Benzfits $45,614 353,364 88,900 114,700
Percentage of Revenues 485% 50.1% 48.6% 484%
Uncompensated care 22,262 24,397 43,400 56,200
Percentage of Revenues 23.7% 229% 23.7% 23.7%
Depreciation 2172 3,066 5,800 7.500
Percentage of Revenues 29% 2.9% 3.2% 32%
Other S13.717  $15.217 26,200 33,400
Percentage of Revenues 14.6% 14.3% 14.3% 14.1%
Total expenses $84,365 $96,044 $164,300 $211,800
Earnings from operations $9.739  $10389  S$18,700  $25,100
Operating Margins 10.3% 9.8% 102% 10.6%
Non-QOperating Expenses
Amortization of intangibles $927 $561 $1.400 $2.000
Interest expense, net S1.156 $747 $1.500 $1,600
Eamings before income taxes $7.656 $9.081 $15800  $21,500
3.201 4,089 6.900 9.400
Tax Rate 41.8% 45.0% 43.7% 43.7%
Net earnings $4.455 $4,992 $8.900 512,100
Percentage of Sales 4.7% 47% 4.9% 5.1%
Pro forma net earnings (1) $4,306 $5.670 $8.900  $12,100
Net eamings per common share S0.57 $0.67 $0.80 $1.00
Net earnings per common share before Amort. $0.69 S0.75 $0.92 $1.16
Weighted average common shares outstanding 7,576 8.447 11,150 12,150

(1) Includes certain adjustments reflecting the move from an S coproration
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To finance this growth, entre-
preneurs must invest additional
capital or personally guarantee bank
loans, even to finance accounts re-
ceivables. A publicly held company
has greater access to capital and
can borrow at significantly lower
rates.

By selling to a larger ambulance
company, entrepreneurs reduce
their personal debt load, and get
cash to diversity assets, stock to
maintain an equity interest and debt
from the company that generates
income. The equity position iS now
in a larger company with profes-
sional financial management and is
much less reliant on any one local
contract or business relationship. A
larger competitor may be more
adept at reacting to any changes

brought about by health care reform.

The entrepreneur can concentrate
on his strengths, running operations,
and pass off onerous accourting,
insurance, systems development
and finance responsibilities. '

There are significant barriers to
expanding iMo new markets and
new barriers are being added.
Larger competitors that want to so-
lidify their competitive posttion often
suggest additions to municipal con-
tracts. These contracts are now
more likely to specity bonding re-
quirements and more difficult
nerformance criteria. Bonding may
be difficult, if not impossible, for
small companies to obtain.

American Medical Response’s
Acquisition Strategy

EMT curmrently evaluates com-
panies with significant emergency
services businesses, dominant mar-
ket share, and a long-term
relationship with local communities.

The basic criteria include:

e Dominant market share,
ranging from 65% to 95-100%, in-
cludes no emergency services..

e “ high proportion of sales
genera.ad through providing high
value-added services. Over 70% of
calls may come from the local 911

service. and over 50% of calls re-
quires paramedics.

e Exclusive contracts for
emergency services over specific
geographic areas.

e More advanced equipment
and employee trairing than the local
competition.

e Proftable, established op-
erations with long histories in their
communities. American Medical
Response’s current operators aver-
age about 40 years of service in
their communities.

Acquisttions are antidilutive to
earnings, and they are even more
aftractive on a cash flow basis. Sell-
ers receive a combination of stock
(50%-60%), cash (20%-25%), and
seller debt (20%-25%) structured to
fit their needs. The company re-
cently completed s first all stock
transaction (a pooling). The retum
on equity on a trailing basis is about
10%, but it could move closer to
16%, given a higher level of as-
sumed and seller debt. The P/E
ratios on trailing earnings is 8 to 10
times, below the company's publicly
traded multiple.

Using equity to finance acquisi-
tions generates significant
commitment by the former entrepre-
neurs to increase EMT's profitability
and market value without compro-
mising quality. Once the sale is
complete, the former small business
owners view the stock price as a
vehicle for increasing wealth, par-
ticularly as they no longer gamer the
cash flow from their former business
and receive modest salaries. In
contrast, other potential acquirers
may offer a comparable price, but
often offer subordinated debt, limit-
ing upside potential. Other
acquirers may not have EMT's
depth of operating management.

increasing Profitability Through
Rising Economies of Scale

One of EMT's initial acquisitions
has developed an advanced logisti-
cal system that improves
performance and cuts capital and

operating expenses. Using propri-
etary software, sophisticated
satellite telemetry, and computer
algorithms, the company’s ambu-
lance dispatching systems efficiently
locate ambulances throughout the
service areas and dispatch them
within 30 seconds. As the company
grows, acquired companies will ben-
efit by upgrading their existing
technology to the level appropriate
for the call volume. Going forward,
operations should continue to im-
prove as an expanding revenue
base would support the develop-
ment system improvements.

By more effectively posting am-
bulances throughout the service
area, the company reduces the
number of ambulances and crews
on the street at any one time without
increasing response times. The
cost savings of eliminating a single
ambulance are $100,000 for an ALS
unit plus $300,000 in annual operat-
ing costs. A basic life support unit
costs about $50,000, plus another
$250,000 annually to keep on the
road. In the California market, the
company operates up to 80 emer-
gency ambulances, 15 less than it
would otherwise need.

The company can leverage cer-
tain fixed costs over a larger
revenue base, lowering these costs
as a percentage of sales. Costs of
continuing education for emergency
medical technicians and paramedics
are spread over a larger employee
base. The program is further en-
hanced as it can draw on a broader
range of experience than other am-
bulance companies. Computer
software development, fleet mainte-
nance, human resources and
insurance are also prime beneficia-
ries. The company now self-insures
for claims within certain ranges.
This saves agents’ commissions of
$1 million or more annually and fo-
cuses management's attention on
improving the company’s safety
record. With increased purchasing
power, the ccmpany faces lower
costs for ambulances, as well as for
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American Medical Response, Inc.
Table 4
Quarterly Earnings
(In thousands, except per share amounts)

Three Months Ended Three Months Ended Three Months Ended
March June Sept Dec. Tatal March June Sept Dec. Total March June Sept Dec. Total
1992 1992 1992 1992 1992 1993E 1993E 1993E 1993E 1993E 19ME 19ME 19ME 19%ME 19HE
Total Revenue $25227  $26277 326,834  $28,095 $106,433  $41,729  $42,090  $45094  $S4,087 SIE3,000 $524R2  $56982 361,482  $65,952 $236.900
Percent Change 65.41%  60.18% 68.05% 92.51% 1.9'% B5.1%  35.38% 36.H% 2L H% 29.45%
Expenses:
Salaries and benefits $12,716 $12664  $13,162  $14,822  $53364  $21,157 820,602  $21,442  $25699  $88900 $25410 827,589  $29,768  $31,932 S$114.%00
Percent of Sales 50.4% 48.2% 49.0% 52.8% 50.1% 50.7% 48.9% 47.6% 47.5% 48.6% 48.4% 48.4% 48.4% 48.4% 48.4%
Uncompensated care $,705 6,281 6,239 6,172 24,397 9,180 9,553 10,686 13,981 43,400 12,450 13,518 14,586 15,646 56,200
Percent of Sales 22.6% 8.9% 23.3% 2.09% 22.9% 22.0% 2.7% 23.7% 25.8% 2.7% 23.7% 23.7% 23.7% 23.7% 2.7%
Other $4,689 $4,519 $4,829 34,807 18,844 8,095 7,468 8,136  §9,700 33,400 10,236 10,11 11,047 $11,506 42,900
Percent of Sales 18.6% U2 180% 1L1% 122% 194% 112% 1A0% 129% 183% 1Sk 11Z% W0% lld% 181%
Total expenses 23110 S21460  §24230 525801  $96.605 $38432  $3Z623  $4Q264 S48 $165,700 $48007 551218 555400  §52.084 S21L.800
Earnings from operations $2,117 $2813 $2,604 $2.294 $9,828 $3.297 4,467 $4,830 $4,706  $17,300 $4,385 $5.764 $6,082 $6,809  $23.100
Interest expense, net $247 258 $149 $93 $741 $300 $400 $400 $400 $1,500 $325 428 $425 $425 $1,600
Farnings before income taxes SLET0  S2555  §2.485  S2.201 $9.081  S2997  $4.067  $4430  $L06  SISE00  $4060  $S330  SS657  S6Md 821500
Income taxes 74 L6 §LT02 $578 $4.089 31259  SL776 SLS  SL930  $6.900 L7y 2332 241 285 $9.409
Net earnings $1,127 $1.489 $753 $1.623 $4,992 $1,738 $2,291 $2,495 $2,376 $8,900 $2,287  $3,008 $3,187 $3.619  $12,100
EPS $0.14 $0.20 $0.17 $0.16 $0.67 $0.16 $0.20 $0.21 $0.2 $0.80 $0.20 $0.25 $0.26 $0.29 $1.00
Common shares out. 1,576 1,576 8,770 9.866 8,447 10,800 11,335 11,692 10,773 11,150 510 12,045 12,401 12,644 12.150
fal
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drugs and other consumables.
A SOUID REVENUE BASE

The company has the charac-
tenstics of a regulated utility where
they are the sole provider. Locali-
ties grant ambulance companies
rights to sefvice a particular area.
EMT's operating agreements, unlike
about 50% of the largest ambulance
companies, provide for exclusive
operating rights over a specific geo-
graphic region. Given the
importance of emergency service,
EMT's lcng history of service (often
over 40 years) and the poltical risks
attendant with changing vendors,
there is a bias to maintain relation-
ships if the ambulance company is
meeting performance criteria and
remains price competitive.

Stable Payment Stream

Underpricing an entrenched
competitor is difficult. Net income
as a percentage of sales is only 4-
5%. The cumrent provider knows the
pricing structure needed to maintain
profitability and has already invested
in a dispatching center and equip-
ment. His collection of past data on
tratfic pattems and accident records
is proprietary information required to
maximize efficiency. A new bidder
would have to factor in the costs of
a rapid investment program to be
fully operational in a short period of
time. Conversely, the current pro-
vider would be aggre ssive to protect
his investment. An established
competitor may benefit from econo-
mies of scale by servicing several
localities with service contracts ex-
pinng at different times. A new
competitor would have to absorb
losses with the expectation of bid-
ding away future contracts from the
established competitor.

Payments are made by Medi-
care (an estimated 29% of
revenues), Medicaid (an estimated
8%). third-party insurers (an esti-
mated 28%) and private individuals
(an estimated 55%). Since local

govemments set prices, Medicare
does not ndependently evaluate
rates, paying about 80% of the aver-
age area price. Private insurers and
individual citizens pay the full rate,
and Medicaid (which covers some
elderly and AFDC) pays the least.
individuals often submit the charges
fo an insurance company for pay-
ment. Uncompensated care
represented a write-off of 22.9% of
sales in 1992. When compared to
the portion paid by individuals, the
bad-debt ratio rises to0 59%.

Pricing Should Rise With Costs

Emergency ambulance charges
do not come under intense review
by insurers as the $350-$450 per
emergency trip and $150-$200 per
nonemergency trip are usually
dwarfed by other medical charges.
Insurers can get greater cost sav-
ings by concentrating on other parts
of the medical establishment.

Because localities set but do not
pay the costs, ambulance compa-
nies find it easier to pass on cost
increases. Contracts have cost-of-
living adjustments and may be
reopened if OSHA regulations, focal
govemment requirements or certain
cost factors change. Localties may
subsidize ambulance services if thr
have a large popu:ation of uninsured
citizens who cannot afford to pay for
ambulance services. As EMT only
acquires companies with a long-
term history of serving specific
communities, these operating com-
panies have built up a long history of
dealing fairty while providing one of
a municipality’s three vital services,
making rate adjustments less diffi-
cult.

For nonemer jency service, pric-
ing is much more aggressive as it is
set by negotiations with individual
hospitals, clinics, HMOs and nursing
homes. Hospitals and other facili-
ties see cost as the most important
factor. However, EMT's ability to
supply a hospital or care group with
a’ s transportation needs on a
timely basis gives t a competitive

advantage over small competitors
that just provide nonemergency
transport services, and have smaller
fleets and less sophisticated dis-
patching systems.

HEALTH CARE REFORM
CREATES UNCERTAINTY

While it is too early to predict
what form heatth care reform will
take, concerns about costs could
hurt the overall profitability of health
care companies. However, it is pos-
sible that ambulance companies
may not be dealt with as harshly as
other health care providers. Ambu-
lance companies do not generate a
return on sales that would attract
scrutiny. EMT's retum on sales is
only about 5.0% and this could be
above the industry averages. A cut
in prices that would remove all prof-
ts would drive some operators out
of business, but would not provide a
significant reduction in health care
costs.

If health care is extended to
those currently uncovered, EMT
could cut prices substantially without
reducing profitability. In 1933, we

vpect uncompensated care to

=ach 23.7% of revenues. This is
significantly higher than the percent-
age for heatth care providers and
compares to 7% for hospitals. The
vast majority of this loss is because
ambulance services are provided to
all, regardless of ability to pay.

EMT could do well in a heatth
care environment dominated by
large buying groups (i.e., managed
competition). Because of its domi-
nance in certain key markets, its
ability to service broad geographic
areas and its broad range of ser-
vices, EMT can service a buying
group's entire menu of transpona-
tion needs.

LEGAL LIABILITY HAS NOT
BEEN A SIGNIFICANT ISSUE

Ambulance drivers benefit from

e - 3
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American Medical Response, Inc. Kidder, Peabody & Co.

Table § Incorporated
Combined Balance Sheets
(in thousands)
December 31,
1991 1992 1993E 1994E

Current assets:
Cash and cash equivalents $2530 $14,134 32,140 $2.723
Short term investments 925 260 260 260
Accounts receivable 29,132 32,121 50,057 67,968
Allowance for uncompensated care 10,150 10779 16,798 22.808
Net $18.982 $21342 $33259  $45.160
Receivable from affiliated party 332 0 0 0
Advances to stockholders 641 0 0 0
Inventories 718 827 1,289 1,750
Prepaid expenses 1,658 1,803 3812 5177
Deferred income taxes [\] 4280 1222 9840
Total current assets $25,786 $42,648 $47983  $64,909
Property and equipment, at cost: 18,482 21,308 38,000 51,366
Less, accumulated depreciation 9668 11282  17.082 24582
Net property and equipment 8.814 10,026 21,008 26,784

Other assets

Goodwill 450 11,251 20,514 37.404
Acc. Amort, 51 98 1,498 3.498
399 11,153 19.016 33,906
Covenants not to compete, net 1,009 735 1,145 1555
Other 850 1.987 4,097 5.562
Total assets $36.858 $66,549  $93249 S$132.717

LIABILITIES AND STOCKHOLDERS' EQUITY
Curreat liabilities:

Accounts payable 2,889 3258 5077 6,894
Accrued compensation, benefits and taxes 3,631 4725 7363 9998
Accrued expenses 1372 2,528 3,940 5349
Income taxes payable 2420 2,104 3,550 4837
Deferred income taxes 1457 0 0 0
Current maturities of long-term debt 4717 4421 3.685 3641
Total current liabilities $16486 $17,036 $23.616  $30,719
Long-term debt, excluding current maturities 7.179 8372 16,372 16,372
Deferred income taxes 911 4240 7222 9,840
Other liabilities 623 1144 1283 2421
Total liabilities $25,199 $30.792 $48.993 $59.351

Stockholders’ equity:

Common stock 9% 103 103 113
Additional paid-in capital 266 21,267 20.867 37.867
Retained eamings 11,353 14,387 23,287 35,386
Note receivable from officer [610)]) 0 0 0

Total stockholders’ equity $11.659 $35.757 $44.256 $73.366

Commitments and contingencies

Total liabilities and stockholders’ equity 336858  $66.549  $93.249 3132717 9
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Components of Revenue Growth
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the Good Samaritan Rules, which
appear to limit liability. To collect
damages, injured parties must prove
gross negligence. Also, paramedics
administer drugs while in communi-
cation with a doctor, under whose
license the paramedic is operating.
However, given the lttigious nature
of our society and the increasing
sophisticaticn of ambulance equip-
ment and personnel, we expect this
doctrine to continue to be chal-
lenged.

THOUGH RECENTLY FORMED,
EMT HAS EXCEEDED EXPECTA-
TIONS

The company was formed in
February 1992 for the specific pur-
pose of acquiring ambulance
companies. Concurrent with the
public oftering, the company pur-
chased four ambuiance companies
for $45,414,750. The consideration
paid was $10,195,000 plus

10

4,143,500 shares of stock valued a*
$8.50 per share, the IPO price. The
four initial companies wera: Re-
gional Ambulance serving Alemeda
and Contra Costa Counties, includ-
ing the City of Oakland; Vanguard
Ambulance servicing San Jose,
Santa Clara and Santa Cruz Coun-
ties; New Haven Ambulance located
in Connecticut; and Professional
Ambulance Service, serving
Wilmington, Delaware. EMT, com-
bining its financial strength and its
local presence, recently signed a
contract to service Atlantic City,
N.J., on December 9, 1992, and an-
other for Aurora, Colorado outside
of Denver, signed only recently.
Acquisttions are being com-
pleted more rapidly than expected.
The company has already exceeded
its acquisition plans for all of 1993.
Acquisitions incivde:
¢ Mobile Medic based in Gultpon,
Mississippi (November 4, 1292).
e Ambulance Service Comparny of
Denver, Colorado (December 23.

1992).

e Buck Medical Services in Port-
land, Oregon (January 11, 1993).

3 A-1 Ambulance, adjacent to the
company’s Denver operations, serv-
ing Boulder, Colorado Springs, and
Longmont (April 27, 1993).

e Bridgeport Ambulance Service
(letter of intent signed June 2,
1993).

¢ Randle-Eastern Ambulance
Service of Miami (June 1, 1993).

e Reed Ambulance, also serving
the Denver area (letter of intent an-
nounced June 18, 1993).

CONTINUED EARNINGS
GROWTH EXPECTED

We anticipate revenue growth of
over 70% in 1993 based on internal
growth and acquisitions already
completed or announced. Esti-
mated 1994 revenue growth of
25-30% is based on internal growth
plus the acquisition of $55 mittion of

q(



revenues. Since Novernber 1992,
EMT acquired companies that could
generate $68 milion of annualized
revenues. Individual companies are
expected to grow revenues 10%-
11% annually. These anticipated
acquisitions, plus intemal growth,
should support EPS growth from
$0.67 in 1992 to an estimated $0.60
in 19393 and $1.00 in 1994.
Ambulance companies have
been expanding consistently over
the past several years. Together,
the four founding companies of
American Medical Response gener-
ated annuai revenue growth of 23%
from 1989 to 1992. We are antici-
pating intemal company growth of
10%-12.5% over the next several
years. We attsibute about S per-
centage points of this growth to an
increase in the number of ambu-
lance trips and the level of medical
intervention in certain of these trips.
Ancther S percentage points repre-
sent annual price increases as the

company will face higher personnel
costs as agreed 1o in a recent union
agreement. Through EMT compa-
nies bidding for ambulance
contracts in contiguous areas, rev-
enues could rise another 2.5%
annually.

We anticipate a modest rise in
net margins over time. The
company’s goal is to increase net
margins from the 4-5% range to 5-
6%. When a company is first
acquired, benefits should accrue
within six months as EMT central-
izes certain overhead functions and
installs advanced dispatching sys-
tems. These benefits become
apparent in 6-12 months. inthe
short term, this may be partiafty ofi-
set as the company adds corporate
staff to help absorb acquisitions. As
the company matures, corporate
expensas should rise less quickly
than sales.

We assume that price increases
will closely match wage increases.

Kidder, Peabody & Co.
. lnmrpon!gd .

EMT's California employees are
unionized and have recently agreed
to a three-year contract: a 6% raise
this year, 5% next year, and 4% the
year after. Price increases, particu-
larly when related to wage hikes,
can whipsaw operating margins for
a short period of time. Ambulance
companies cannot raise prices until
they begin to experience increased
costs. Therefore, during the price
review process, margins may be de-
pressed. Once it is approved, the
company is allowed to price even
more aggressively for several
months to make up for the loss of
past revenues. After the second
intari pericd, prices fall to the

agreed-upon levels.
Todd M. Berko
(212) 510-3727
DJIA (6/30/23): 3521.34
S&P (6/30/93): 451.06
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represent that it is accurate or complete and it should not be refled upon as such, Any opinions expressed herein reflect our judgment at this date
and are subject to change.
Additional information on the securites mentioned is avalable. Kidder, Peabody & Co. Incorporated (its parent, or subsidiary thereof) or its
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Kurt H. Kammerer (202) 4344706
June 22, 1993

AMERICAN MEDICAL RESPONSE, INC.

Largest und Leading EMS Consolidator Running Ahead of Schedule

Price: $19°4 Farnings Per Share PE
52-Week Range*:  $1974-$8'%s 1994 Est.: $1.10 17.8x
Traded. NYSE-EMT 1993 Est.: $0.85 23.0x
Market cap.: $211.8 Million 1992 Act.: $0.67 29.2x
Shares Out: 10.795 Million 1991 Act.: $0.57 34.4x
Fiscal Year: December

Advest co-managed an oflering for EMT within the last thyce yeurs.

*Trading range since 10 on August 5, 1992

Investment Rating Reiteruted: Buy (1)

With its two announceiments over the past three business days, American Medical Response, Inc. (AMR) has continucd
to demoustrale an ability to exccute its founding comporale stratcgic plan of leading the emergency medical services industry
consolidation. This past Friday, AMR announced that it has signed a Letter of Intent to acquire Reed Ambulances, Inc.,
headquartered in Denver, Colorado. Reed’s 1992 revenuc from existing operations was approximatcly $8 million. Whilc terms
of the proposcd acquisition weie not disclosed, historically AMR’s acquisitions have been priced at 8x-10x the acquired
company’s afler-tax inconc. Yesterday, AMR disclosed that it has reached a preliminary understanding concerning the
acquisition of 911 Emergency Scrvices of Modesto (Modesto), o California-based company which had 1992 revenucs in excess
of $50 million. The complction of the Modesto transaction is subject to customary duc diligence.

If AMR succssfully closes the Reed transaction, it will have effectively sccured its position as the largest private provider
of EMS services in the Denver metropolitan arca. To date, AMR has acquired three operators in Colorado, whose total
revenucs for 1992 were approximately $25.3 million. Additionally, the company was awarded a new two ycar municipal
contract to provide cxclusive EMS service for Aurora, the state’s third largest cily, with gross revenues of an cstimated $2.7
million per year anticipated.

Although we are more than enthusiastic about the prospects of AMR's latest negotiations in California, investors need
to remain cogni ant of the extremely complex nature of the transaction. There are nuincrous issucs to be resolved before the
transzclion is consuntnaicd, and as always, timing is difficult to predict. In our opinion, it is unlikely that any more than
2 modestly positive impact on fiscal 1993 would result from this prosposcd transaction should it occur before the end of the
year. However, if it werc to closc before the end of 1993, we belicve our projections for 1994 would provc to be conscrvative.

Investors should notc that since its PO, AMR has acquired five privatc EMS companics (with two LOIls pending and
onc "understanding” pending) thit when combined had approximately $58.1 million in revenuces (over $60 million pending)
during 1992. Remainber 100, AMR has so far closed every LOI announced. We cstimate that approximatcly $15 million more
in acquired annualized revenue would enable the company 1o meet our 1993 revenue projection of $202 million. Given that
over half of fiscal 1943 lics ahead of us, and thiat AMR's acquisition program is sccmingly gaining momentum, we encourage
investors to remain focused on the exciting long-term prospects for AMR. We arc maintaining our twelve-to-cighteen month
price target of $25 per share (29x our FY "93 EPS estimatc of $0.85, and 22x our FY 94 EPS cstimate of $1.10). We reitcrate
our purchase recommendation for long-term suall-cap investors secking capital appreciation.

Additional information en reconmmended securities is available on request.
The infoamation herein has boee vbtained from sources considerad seliable, bt is not guaranieed, and it, together with all estimates and forecasts, is subject
10 change without nulice. This seport dovs not purport to be o comiplete analysis of the security, issuer or industry, and is not an offer or a solicitation of offers
10 buy or scll any securitics. Advest, Inc. amployces may have recomunended Lhese securities 1o certain investors prior 1o this publication.  Advest, Inc. may
make a2 market in and Advest, b, or its employees may mainlam position in, or buy or sell these securities or related options.  Any OTC-traded securities or
non-U.S. companics mandoned i this report may not b Ceared for safe i all states. Consult your Account Executive, O 1993 Advest, Inc.
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Co- 'snsed Consolidated Income Statement

(S in thousands)
(Fiscal Year ends December 31)

1991 1992 1993E  1994E

Total revenue $ 94,104 3106433 $202,379  $270,600
Salary & bencfit cxpense 45,613 53,364 100,981 135,300
% of revenuc 48.47% 50.14% 49.90% 50.00%
Uncompensated care expense 22,262 24,397 45,623 60,209
% of rcvenuc 23.66% 22.92% 22.54% 22.25%
QOiher 13,17 15,217 30,694 40,996
% of revenue 14.58% 14.30% 15.17% 15.15%
Depreciation 2,772 3,066 5,822 8118
% of revenuc 95% 2.88% 2.88% 3.00%
Total operating expenses 84,364 96,044 183,119 244,622
Earnings’ fsom opcrations 9,740 10,389 19,260 25,978
Opcrating margin 10.35% 9.76% 9.52% 9.60%
Non-opecrating cxpenses:
Intcrest expense, net 1,156 747 1,000 1,500
Amortization of intangiblcs 927 561 1,600 2.000
Total sou-operating expenscs 2,083 1,308 2,600 3,500
Pre-tax carnings 7,657 9,081 16,660 22,478
Pre-ax margin 8.14% 8.53% 8.23% 3.31%
Income laxes 3,201 4,089 6,997 9,441
Tax rate 4180%  4503%  4200%  42.00%
Net camings 4,456 4,992 9,663 13,037
Net margin 4.74% 4.69% 4.77% 4.82%
Tax adjustment 150 {780) — —
Pro formma nct incomnc 4,306 5,670 9,663 13,037
Pro forma EPS $0.57 $0.67 $0.85 $1.10
Wid avg. shs. out. 1,576 8,447 11,400 11,900

Chant countesy of Bloomberg L.P.
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Investment Research

Company Report
Update

American Medical Response, Inc.

(EMT - NYSE)
Rating: BUY Nancy Moyer
(212) 872-1383
May 12,1993
Quarterly Expectation
Price 52-Week EPS (FY December) P/E 2Q Ending June
5/11/93 Range 19924 1993E 1994E 1993E 1994E Current  Year Ago Div/Yld
$1712 $1958-381/4 $0.67 $0.80 $1.00 21.9x 17.5x $0.18 $0.20 Nil
Previous: $0.80 $1.00
Consensus: N/M Consensus: NM
DJIA: 3469 S&P 500: 444 Approximate Reporting Date: July 1993

Investment Summary and Conclusion

American Medical Response reported excellent
Q1 EPS of $0.16, exceeding our estimate by
$0.01. We believe that this unique company, the
leading and only publicly traded provider of
emergency and scheduled medical transport
services, will continue to grow rapidly as it leads
the way in the growth of privatization of the
industry. Industry sources currently estimate that
almost 50%, or $2.5 billion, of the $5.5 billion
spent on medical transport was provided by
private industry.

We reiterate our full year 1993 EPS estimate of
$0.80-50.85; if the rate of acquisition continues,
we expect to see further acceleration in growth,
and we will update our estimates. At its current
price, EMT sells for 21.1x the midpoint of our
$0.80-$0.85 1993 earnings per share range and
17x the midpoint of our preliminary 1994
estimate of $1.00-$1.05. We continue to rate
the stock aBUY.
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Technical Opinion —From its low in March, EMT has made
sequentially higher highs and lows, which is technically bullish.
Overhead supply around 19 5/8 appears to be the current target.

— Robert B. Ritter

Chart Courtesy of Bridge Information Systens, Inc.
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[FY December 1993 o192 % Change

Revenues $37.7 $252 49.4%
Net Eamings $16 $1.19 51.3%
EPS $0 16 $0.14 14.3%
Shares Outstanding 104 16 313%

(1) Numbers in millions except EPS.

(2) Net earnings and earnings per share for 1992 are pro forma amounts reflecting
certain adjustments made 10 reflect income taxes that would have been payable if
one of the company’s subsidiaries had been subject 1o corporate inconie tnxes on
an ongoing basis.

Source: Company filings.

The company’s acquisition program is ahead of schedule. Since EMT's initial public offering in August 1992,
four beachhead acquisitions have been closed. In 1992, the company acquired Mobile Medic Ambulance Service,
Inc., in Guifport, Mississippi, and Ambulance Service Company in Denver, Colorado. The total expense for these
acquisitions was $3.2 million in cash, $1.8 million in subordinated promissory notes and 611,268 shares of common
stock.

In the first quarter of 1993, American Medical Response completed two acquisitions: Buck Medical Services, Inc.,
headquartered in Portland, Oregon, for $5.5 miilion inc. sh and 125,085 shares of common stock and A-1 Ambulance
Services, headquartered in Boulder, Colorado, for $2.1 million in cash and 306,250 shares of comnen stock. The
two had 1992 revenues of $15 million and $8.5 million, respectively. A fifth acquisition, Randle-Eastern Ambulance
Service in Miami, Florida, is pending; we expect closure soon. The price is expected to be 391,459 shares of common
stock. Randle-Eastern had estimated 1992 revenues of $15 million, and it controls 60-70% of Dade county medical
transport. The company answers 911 calls in concert with the fire department, but its ambulances perform the actudi
transport. Unlike the others, the Miami acquisition will be a pooling of interest; as aresult, we anticipate a restatement
of first quarter results to accommodate increased revenues (in the $15 million range), increased net income and
increased shares outstanding. The net effect will likely add $0.01 to earnings per share.

For the quarter, EMT's internal revenue growth acce.erated to 9.5% from 8.5% in the prior quarer as a result of
increased transports and price increases. Salarics and benefits, as a percent of revenues, fell slightly in the period
from 50.4% 10 50.3% as aresult of favorable settlement of union negotiations, lower salary expenses in newly acquired
properties, offset by additions to corporate salaries and benefits. The company currently has 2,200 employees.
Uncompensated care fell slightly from 22.6% 10 22.0% of revenues as a result of more effective billing and collection
procedures and lower levels of uncompensated care in newly acquired busin=sses. Other expenses, which includes a
laundry list of items, rose from 15.1% of revenues to 15.8%, primarily as a result of increased corporate overhead.
Pretax margin rose to 7.8% vs. 7.4% last year. On a pro-forma basis, the tax rate rose from 42.2% to 43.5%, which

kept net after tax margin flat at 4.3%. Days’ sales outstanding fell 14.3%, from 105 days to 90, as new managenent
implemented better collection procedures.

The company is mamntaining a revenue run rate of about $185 million; we anticipate that by the second half of 1993,
the run rate will ramp up to more than $200 million. Cash decreased during the quarter to $8.1 million from $21.3
million at December 31, 1992 as a result of cash used for acquisitions and the early repayment of certain indebtedness.

We believe there are many lock-on acquisition candidates in the $5 million revenue range available to strengthen
regional operations. Current widespread uncertainty about the future of health-care reform is encouraging small
entreprencurs to join forces with a larger market contender, better able to negotiate in a managed care environment.

The combined California operation, American Medical Response West, has a GPS (Global Positioning Satellite)
state-of-the-art dispatch system up and running. To ensure uninterrupted ambulance utilization, the prior computer
aided system is running parallel. When management is confident that the new system will operate perfectly, the

American Medical Response, Inc.
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computer aided system will be sext 1o Colorado, 1o manage dipatch for Deaver, Colorsdo Speings, Boukder and
Longmont. The computer aided system that had been used by part of American Medical R sponse West before the
merger of the two California com xaries is now operational in New Haven.

American Medical Response continues to build an infrastrocture to marage its rapidly growing operations. The
acdition of a cocporate attorney, a chief operating officer, an auditor, a safety and risk management officer and suppont

stafT will necessitate adding to corporate space. The added staffing is expected to add about $300,000 to expenses
for the year.

The company has rmeeived a commitment from a group of banks for a $30 million unsecured revolving credit facitity.
The kending group, which is ked by Fleet Financial Group, also includes Continental Bank, N.A. and Pacific Westem
Bank. EMT expects to use the credit facility to consolidate existing debt, to finance future acquisitions, and for
working capital. The facility bezars interest at the prime rate or LIBOR plus 2.5%.

If proposed health-care reforms expand access for part or ajl of the currently uninsured, American Medical Response
should benefit, even if rates are capped. Ambulance services are such a small part uf the national health care hill that
we do not anticipate they will be singled out for specific price caps.  However, we do anticipate that managed
competition will encoursge discounting for volume in the provision of non-cinergency transport (30% of 1992
revenues). This should be more than offset by increased volume.

American Medical Response, Inc,
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American Medical Response, Inc.
67 Batterymarch Street
Boston, MA 02110
Phone: (617) 261-16(0 - Facsimile: (617) 261-1610

Letter to Shareholders
September 1993

Dear Fellow Shareholder:

We are delighted to report record financial results for the second quarter ended June 30,
1993. Total revenue for the second quarter was $34.8 million compared to $29.6 million
for the same period in 1992, an increase of approximately 52%. Net earnings for the
quarter were $2.4 million, or $0.22 per share. as compared to $1.4 million. or $0.18 per

share, in the same period a year ago, an increase of more than 71% in net earnings.

These record results speak for themselves and reflect the success of our business strategy
and commitment. The increase in revenue and eamnings compared with 1992 pro forma
results were due primarily to the increinental revenue provided by acquisitions, additional
service contracts which were awarded in late 1992 and a company-wide increase in the

number of emergency and non-cmergency transports.

In addition to this excellent performance. a number of other positive events took place
during the quarter. We are particularly proud to welcome three new outstanding providers
to American's partnership of entrepreneurs. American acquired A-1 Ambulance Services,
located in Boulder, CO in April; Reed Ambulance Service, Inc.. located in Denver, CO in
June: and Randle-Eastern Ambulance. located in Miami. FL. also in June. The Company
also began providing exclusive 911" emergency response service to the residents of
Aurora. CO on June 1. With these acquisitions in the Colorado marketplace, we are now
in position to consolidate certain operational clements and bring greater efficiencices to the

market. as we have done in Northern California.

Since the end of the quarter. Amencan completed the acquisition of Bridgeport Ambulance
Service. Inc. in Bridgeport. CT. Bridgeport's long-standing reputation and location make

it an excellent complement to our New Haven, CT facility.




American Medical Response, Inc.
67 Batterymarch Street
Boston, MA 02110
Phone: 617/261-1600 - Fax: 617/261-1610

FOR IMMEDIATE RELEASE
Contact: James E. McGrath or Ronald M. Levenson
Director Senior Vice President &
617/261-1600 Chief Accounting Officer
617/261-1600
AMERICAN MEDICAL RESPONSE ANNOUNCES RECENT DEVELOPMENTS

Boston, MA -- September 23, 1993 -- American Medical Response, Inc. (NYSE: EMT ), the
nation's leading provider of ambulance services, announced today that it has signed a Letter of
Intent to acquire Life Medical Industries, Inc., headquartered in Stockton, California. Life
Medical, which serves the San Joaquin County area, had revenues of approximately $4.5
million in 1992. Specific terms of the proposed acquisition were not disclosed.

The completion of the transaction is subject to, among other things, negotiation of definitive
agreements and the completion of customary due diligence.

"In our strategic review of the industry, we came to the conclusion that a business
combination would help us continue our growth by providing important additional
managerial, financial and operational resources,” said Louis K. Meyer, Chief Executive
Officer of Life Mcdical Industries, Inc. "With American as a partner, we will continue to be
able to provice the kind of quality service that we have delivered to the citizens of San
Joaquin County since 1967. We're simply delighted to join the American team."

"We are excited about the opportunity to add Life Medical Industries to our expanding service
base in California," commented Paul M. Verrochi, Chairman, Chief Executive Officer and
President of American Medical Response, Inc. "This is another example of an industry leader
joining our team. Lou Meyer, who is President of the California Ambulance Association and
a member of the state's Emergency Medical Services Commission, and his partners, Michael
Nilssen and JoAnn Hodge, have together built an outstanding organization based on quality
first.”

-- continued --
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Separately, the Company said that on September 21, 1993, it was notified by the Denver
Regional Office of the Federal Trade Commission ("FTC") that the FTC is conducting a
preliminary inquiry of the facts and circumstances concerning the Company's recent
acquisition of Reed Ambulances, Inc. to determine whether the Reed acquisition in the
Denver metropolitan area complied with federal antitrust laws. The FTC has requested that
the Company provide certain information to it and the Company is currently evaluating the
request and preparing its response. During the first six months of 1993, Reed had revenues of
approximately $4.8 million.

American Medical Response is the leading provider of emergency and non-emergency
ambulance services in the United States. The Company currently provides ambulance
services in Northern Califoria, South Central Connecticut, Northern Delaware and Southemn
New Jersey, Southern and Central Mississippi, Portland, Orcgon and surrounding areas,
Central Colorado and Dade County, Florida. The Company's growth strategy is focused on
acquiring new businesses, expanding existing operations, improving the quality and efficiency
of operations, and promoting and capitalizing on the expertise of the operating executives of
its providers.
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American Medical Response, Inc.
67 Batterymarch Street
Boston, MA 02110
Phone: 617/261-1600 - Fax: 617/ 261-1610

FOR IMMEDIATE RELEASE

Contact: James E. McGrath or Ronald M. Levenson
Director Senior Vice President &
617/261-1600 Chief Accounting Officer

617/261-1600

AMERICAN MEDICAL RESPONSE ANNOUNCES
INCREASE IN CREDIT LINE TO S50 MILLION

Boston, MA -- September 22, 1993 -- American Medical Response, Inc. (NYSE: EMT), the
nation's leading provider of ambulance services, announced today that it has received a
commitment from its existing lenders to increase their credit line from $30 million to $50
million. The facility, led by Fleet Bank of Massachusetts, N.A., also includes Continental
Bank, N.A. and Pacific Western Bank.

American intends to use the credit facility to finance acquisitions and for general working
capital purposes. The credit facility, which bears interest at the prime rate, is anticipated to be
closed shortly.

"We are delighted that our lenders have elected to increase the Company's credit line. Our
relationship with this outstanding group of institutions has proven extremely rewarding," said
Paul M. Verrochi, Chairman, Chief Executive Officer and President of American Medical
Response, Inc. "This additional capital will help us to build upon our existing business by

enabling us to continue our acquisition programs and further improve our current operations."
Leo R. Breitman, Chairman and Chief Executive Officer of Fleet Bank of Massachusetts, N A,

commented, "Our relationship with American has been a truly positive one, and we look
forward to building upon this relationship as American develops and expands their business."

--  continued --
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American Medical Response is the leading provider of emergency and non-emergency
ambulance services in the United States. The Company currently provides ambulance services
in Northern California, South Central Connecticut, Northern Delaware and Southern New
Jersey, Southern and Central Mississippi, Portland, Oregon and surrounding areas, Central
Colorado and Dade County, Florida. The Company's growth strategy is focused on acquiring
new businesses, expanding existing operations, improving the quality and efficiency of
operations, and promoting and capitalizing on the expertise of the operating executives of its

providers.
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American Medical Response, Inc.
67 Batterymarch Street
Boston, MA 02110
Phone: 617/261-1600 - Fax: 617/261-1610

FOR IMMEDIATE RELEASE

Contact: Ronald M. Levenson or Robert C. Hubbell
Senior Vice President & ~ Edelman Worldwide
Chief Accounting Officer 212/704-8255

617/261-1600

AMERICAN MEDICAL RESPONSE, INC,

Boston, MA -- August 13, 1993 -- American Medical Response, Inc. (NYSE: EMT)
announced today the filing with the Securities and Exchange Commission of a registration
statement relating to the public offering of 2,750,000 shares of common stock. Of the
2,750,000 shares to be offered, 2,000,000 shares will be issued and sold by the Company and
750,000 shares will be sold by Selling Stockholders. Of the 2,750,000 shares to be offered,
2,200,000 shares will be offered initially to U.S. persons by the U.S. underwriters and
550,000 shares will be offered initially to non-U.S. persons by the International Managers.
Certain of the Selling Stockholders have granted the underwriters an option to purchase an
additional 412,500 shares to cover over-allotments. The net proceeds of the sale of shares by
the Company will be used for general corporate purposes, including acquisitions and the
reduction of borrowings under the Company's revolving line of credit.

The U.S. offering will be managed by Lehman Brothers, Kidder, Peabody & Co. and Advest,
Inc., and the international offering will be led by Lehman Brothers International (Europe),
Kidder, Peabody International Limited and Advest, Inc.

American Medical Response is the leading provider of emergency and non-emergency
ambulance services in the United States. The Company currently provides ambulance
services in Northern California, South Central Connecticut, Northern Delaware and Southern
New Jersey, Southern and Central Mississippi, Portland, Oregon and surrounding areas,
Central Colorado and Dade County, Florida. The Company's growth strategy is focused on
acquiring new businesses, expanding existing operations, improving the quality and efficiency
of operations, and promoting and capitalizing on the expertise of the operating executives of
its providers.

-- continued  --



A registration statement relating to these securities has been filed with the Securities and
Exchange Commission but has not yet become effective. These securities may not be sold nor
may offers to buy be accepted prior to the time the registration statement becomes effective.

This communication shall not constitute an offer to sell or the solicitation of an offer to buy,
nor shall there be any sale of these securities in any state in which such offer, solicitation or
sale would be unlawful prior to registration or qualification under the securities laws of any

such state.

A copy of a preliminary prospectus relating to these securities may be obtained from the
Prospectus Department, Lehman Brothers, Inc., 34 Hubert Street, 3rd Floor, New York, New

York 10017.
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American Medical Response, Inc.
67 Batterymarch Street
Boston, MA 02110
Phone: 617/261-1600 - Fax: 617/261-1610

FOR IMMEDIATE RELEASE

Contact: Ronald M. Levenson or Robert C. Hubbell
Senior Vice President & Edelman Worldwide
Chief Accounting Officer 212/704-8255
617/261-1600

AMERICAN MEDICAL RESPONSE REPORTS INCREASED
SECOND QUARTER EARNINGS

-- Revenue, Eamnings, and EPS Reach Record Levels --

Boston, MA -- August 5, 1993 -- American Medical Response, Inc. (NYSE: EMT ) announced
today total revenue of $44.8 million for the second quarter of 1993 versus $29.6 million for the
same quarter of 1992, an increase of 51%. Net camings for the quarter were $2.4 million as
compared with pro forma net earnings of $1.4 million, an increase of 71% from the 1992 second
quarter. Earnings per share were $0.22 as compared with pro forma eamings per share of $0.18
for the same quarter a year ago based on 11,035,618 weighted average shares outstanding versus
7,967,563 weighted average shares outstanding during the prior period. The increase in the
weighted average number of shares outstanding results from the Company's initial public
offering in August of 1992 and shares issued in connection with acquisitions.

Total revenue for the six months ended June 30, 1993 were $86.2 million versus $58.3 million
for the same period of 1992, an increase of 48%. Net earnings for the six months ended June 30,
1993 were $4.1 million as compared with pro forma net earnings of $2.4 million, an increase of
71%. Eamnings per share were $0.38 as compared with pro forma earnings per share of $0.30 for
the same period a year ago based on 10,916,042 weighted average shares outstanding versus

7,967,563 weighted average shares outstanding during the prior period.

"Our acquisitions of beachhead operations completed since our initial public offering have been
a major factor in our earnings results,” commented Paul M. Verrochi, Chairman and Chief
Executive Officer of American Medical Response, Inc. "An increased number o/ transports by
all of our providers during the second quarter also contributed to the increases. During the
second quarter, we also successfully completed the renegotiation of two of our California

--  countinued -
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provider contracts, and the Company has continued its acquisition program, with the recent
completion of our first 'lock-on' acquisition, Bridgeport Ambulance Service, Inc. of Bridgeport,
Connecticut.”

Mr. Verrochi continued, "As our Company has expanded, we have taken important steps during
the second quarter to strengthen our management team and operational capabilities. Paul T.
Shirley, formerly Chief Executive Officer of our subsidiary, AMR West, was appointed Chief
Operating Officer for American Medical Response, Inc. Also, Robert W. Trinkleback, formerly
a Corporate Safety Manager with Federal Express, Inc. was named Corporate Director of Safety
and Health. We feel confident that these appointments will further strengthen our team as we
build for the future.”

Mr. Verrochi further commented on the preliminary understanding related to the possible
acquisition of a large California-based ambulance service provider, previously announced in the
second quarter, "We continue to caution our investors and analysts from drawing any
conclusions on this complex transaction, and anticipate that more information will be available
over the next few months."

American Medical Response is the leading provider of emergency and non-emergency
ambulance services in the United States. It currently serves an aggregate population of over six
million people in California, Colorado, Connecticut, Delaware, Florida, Mississippi, New Jersey,
Oregon and Washington. In 1992, American Medical Response responded to more than 390,000
tiansports in response to calls for its services. Through the consolidation of local service
providers, American intends to expand and build its service areas and maintain its position as the
country's leading ambulance service provider.

FINANCIAL TABLE, NEXT PAGE



AMERICAN MEDICAL RESPONSE, INC.
Financial Highlights
(in thousands, except per share amounts)!

Three months ended Six months ended
— June30, = - __ Jupne30,

1993 19922 1993 19922
TR FEVEDUE. ...oeoeeeeeeecneeeere e esranaenarnes $.44.778 $_29,558 $_86,190 S$_58.343
Operating expenses:
Salaries and benefits......oveeeeeermreeecrineenen. 21,630 14,387 42,279 29,114
Uncompensated Care..........c.cceeeereneeeccacnes 9,852 7,083 19,116 13,659
Other ...oeeeeeececrieenne 7,319 4,334 14,090 8,946
Depreciation 1,194 923 2,363 1,752
Amortization of intangibles..........cecoo.. 344 127 659 273
Total operating eXpenses...........eevevecveenes 40.339 26.854 _ 78.507 53.744
Eamings from operations............ccoceceeevicrennne 4,439 2,704 7,683 4,599
Interest expense, Net......oeeeeveeirerennnicnecne 203 261 433 332

2,443 7,250 4,067
—LO025 3147 __LI16
$__1418 $_4103 $_2331

Net eamnings per common share ................... $._022 S__0.18 $_.038 s__030
Weighted average shares outstanding............ 11,036 1,968 10916 7,968

! Amounts for 21l periods include the results of Randle-Eastern Ambulance Service, Inc. acquired in June 1993 and
accounted for as a pooling-of-interests.

2Net eamings and eamings per share for 1992 arc pro forma amounts reflecting certain adjustments made to reflect
income taxes that would have been payable if one of the Company's subsidiaries had been subject to corporate
income taxes on an ongoing basis.

b g i e A i < R St s

DA v i sy S e v



American Medical Response, Inc.
67 Batterymarch Street
Boston, MA 02110
Phone: 617/261-1600 - Fax: 617/261-1610

FOR IMMEDIATE RELEASE

Contact: Dominic J. Puopolo or Robert C. Hubbell
Executive Vice President & CFO Edelman Worldwide
617/261-1600 212/704-8103

AMERICAN MEDICAL RESPONSE, INC. APPOINTS
ROBERT W. TRINKLEBACK CORPORATE DIRECTOR OF
SAFETY AND HEALTH

Boston, Mass. - July 19, 1993 — American Medical Response, Inc. (NYSE: EMT) today
announced that Robert W. Trinkleback, CSP has been appointed Corporate Director of Safety
and Health. Mr. Trinkleback had most recently been with Federal Express, Inc., where, as
Corporate Safety Manager, he designed and administered corporate safety, health and
environmental programs and policies.

Mr. Trinkleback, 35 years old, brings extensive senjor level experience to American Medical
Response, Inc. During his eight-year tenure at Federal Express, Mr. Trinkleback developed and
implemented safety programs to reduce vehicle accidents, address environmental and industrial
hygiene concerns, and minimize workers compensation claims. Prior to Federal Express, Mr.
Trinkleback was Manager of Safety and Risk Management for Retail Express, Inc., and prior to
that was a Safety Engineering Representative for Aetna Casualty aud Surety Company.

Mr. Trinkleback is a graduate of West Virginia University, where he also received a Master's
Degree in Industrial Safety Management. He is a Certified Safety Professional (CSP) and is an
active member in the American Society of Safety Engineers. National Safety Council, and the
National Association of Environmental Professionals. Mr. Trinkleback is also a former certifiea
EMT in the state of New Jersey.

Paul M. Verrochi, Chairman, CEO and President of American Medical Response, Inc.
commented, "We are extremely pleased to welcome Robert Trinkleback as Corporate Director of

Safety and Health. His extensive experience in building safety programs in a wide variety of

areas for businesses with similar transportation modalities will be invaluable to us as we expand
the scope of our activities through additional acquisitions.”

"I am very excited to be joining American Medical Response, Inc., because they clearly
recognize that safety and health management programs are the key determinant of insurance
claims. There are substantial synergies and benefits to be realized through bringing national
programs to the various locations,” Mr. Trinkleback added.

-- continued --



American Medical Rasponse is the leading provider of emergency and non-emergency pre-
hospital care in the ambulance services industry. It currently serves an aggregate population of
over six million people in California, Colorado, Connecticut, Delaware, Florida, Mississippi,
New Jersey, Oregon and Washington. American Medical Response responded to more than
450,000 total emergency service calls during 1992. Through the consolidation of local service
providers, American intends to expand and build its service areas and maintain its position as the
country’s leading ambulance service provider.



American Medical Response, Inc.
67 Batterymarch Street
Boston, MA 02110
Phone: 617/261-1600 - Fax: 617/261-1610

FORIMMEDIATE RELEASE

Contact: James E. McGrath or Robert C. Hubbell
Director Edelman Worldwide
617/261-1600 212/704-8255

AMERICAN MEDICAL RESPONSE
COMPLETES CONNECTICUT ACQUISITION

Boston, MA -- July 16, 1993 -- American Medical Response, Inc. ( NYSE: SMT ) announced
today that it has closed the acquisition of Bridgeport Ambulance Service, Inc., headquartered
in Bridgeport, Connecticut. Bridgeport Ambulance, which serves the city of Bridgeport and
its surrounding communities, had revenues of approximately $5.1 million in 1992. Specific
terms of the acquisition were not disclosed.

"QOur existing beachhead operation in New Haven provid-=s us the opportunity to realize
significant synergies at Bridgeport Ambulance. In the long run, we believe that these
synergies will benefit both the Bridgeport community and our patients,” commented Paul M.
Verrochi, Chairman and Chief Executive Officer of American Medical Response. "Over the
past 26 years, Bridgeport Ambulance and its owner, Joe Lansing, have built an outstanding
record of service, one which we intend to build upon.”

American Medical Response is the leading provider of emergency and non-emergency pre-
hospital care in the ambulance services industry. It currently serves an aggregate population
of over six million people in California, Colorado, Connecticut, Delaware, Florida,
Mississippi, New Jersey, Cregon and Washington. American Medical Response responded to
more than 450,000 total emergency service calls during 1992. Through the consolidation of
local service providers, American intends to expand and build its service areas and maintain
its position as the country's leading ambulance service provider.



American Medical Response, Inc.
67 Batterymarch Street, Suite 300
Boston, MA 02110
Phone: 617/261-1600 - Fax: 617/261-1610

FOR IMMEDIATE RELEASE

Contact: James E. McGrath or Robert C. Hubbell
Director Edelman Worldwide
617/261-1600 212/704-8255

AMERICAN MEDICAL RESPONSE CLOSES
PREVIOUSLY ANNOUNCED ACQUISITION

Boston, MA - July 7, 1993 — American Medical Response, Inc. (NYSE: EMT ) announced
today that it has closed the acquisition of Reed Ambulances, Inc., headquartered in Denver,
Colorado. Reed's 1992 revenues were approximately $9 million. Specific terms of the
acquisition were not disclosed.

"The business combination of Reed with our two other Colorado service providers - A-1 and
Ambulance Service Company -- should enable us to improve service levels while holding
down costs, all to the benefit of the citizens of Denver and its outlying communities,”
commented Paul M. Verrochi, Chairman and Chief Executive Officer of American Medical
Response.

American Medical Response is the leading provider of emergency and non-emergency pre-
hospital care in the ambulance services industry. It currently serves an aggregate population
of over six million people in California, Colorado, Connecticut, Delaware, Florida,
Mississippi, New Jersey, Oregon and Washington. American Medical Response responded to
more than 450,000 total emergency service calls during 1992. Through the consolidation of
local service providers, American intends to expand and build its service areas and maintain
its position as the country's leading ambulance service provider.



American Medical Response, Inc.
67 Batterymarch Street, Suite 300
Boston, MA 02110
Phone: 617/261-1600 - Fax: 617/261-1610

FOR IMMEDIATE RELEASE
Contact: James E. McGrath or Matthew J. Harrington
Director Edelman Worldwide
617/261-1600 212/704-8103
\ ican Medical R Reaches Prelimi
Understandi ith California Servi id

Boston, MA -- June 22, 1993 - American Medical Response, Inc. (NYSE: EMT ) today
announced that it has reached a preliminary understanding conceming the acquisition of a
California-based company which had 1992 revenues in excess of $50 million.

The completion of the transaction is subject to customary due diligence.

"This transaction is extremely complex, and our due diligence is only now beginning. While
potentially an outstanding fit with our present California operations, there are also many
complications which need to be addressed before the transaction can be consummated,” said
Paul M. Verrochi, Chairman and Chief Executive Officer of American Medical Response, Inc.

American Medical Response is the leading provider of emergency and non-emergency pre-
hospital care in the ambulance services industry, and is the only publicly owned ambulance
service company in the United States. It currently services an aggregate population of more
than six million people in California, Colorado, Connecticut, Delaware, Florida, Mississippi,
New Jersey, Oregon and Washington. American Medical Response intends to penetrate new
areas of the country by expanding its established regions and consolidating operations.



American Medical Response, Inc.
67 Batterymarch Street, Suite 300
Boston, MA 02110
Phone: 617/261-1600 - Fax: 617/261-1610

FOR IMMEDIATE RELEASE

Contact: James E. McGrath or Matthew J. Harrington
Director Edelman Worldwide
617/261-1600 212/704-8103

AMERICAN MEDICAL RESPONSE APPOINTS
PAULT. SHIRLEY AS CHIEF OPERATING OFFICER

Boston, MA -- June 3, 1993 — American Medical Response, Inc. ( NYSE: EMT ) today
announced that Paul T. Shirley has been appointed Chief Operating Officer, a newly created
position. Mr. Shirley had most recently been Chief Executive Officer of American Medical
Response West, the largest subsidiary of the parent.

As Chief Operating Officer, Mr. Shirley will be responsible for directing the national
consolidation of American's nine current operating units. Mr. Shirley will report directly to
Paul M. Verrochi, Chairman and Chief Executive Officer of American Medical Pesponse, Inc.

Mr. Shirley, 53 years old, has been a leader and pioneer in the ambulance service business for
over 30 years. Prior to the formation of American Medical Response, Mr. Shirley was
President and Chief Executive Officer of Vanguard Ambulance Services and its predecessor,
Santa Cruz Ambulance Service, since 1963.

"Because of our extraordinary growth, it is time to focus on the challenge of consolidation
itself, and to further develop the infrastructure and programs necessary to bring our Company
to the next level of performance. This is the first of several key additions to our top-level
corporate management team which we will be making over the coming months,” commented
Paul M. Verrochi, Chairman and Chief Executive Officer of American Medical Response, Inc.
"Since our Initial Public Offering last year, Paul Shirley has demonstrated time and again his
exceptional leadership abilities. He has managed and directed the successfu! consolidation of
our two large existing California providers; he has been the chief architect and builder of our
key Colorado strategy, where we have already made two acquisitions and obtained a
significant new municipal contract; and he has been a key player in bringing other companies
and their leaders into our growing network of providers.”

"I am excited about the opportunity to utilize my experience at the corporate level,”
commented Mr. Shirley. "We will be working to improve management techniques in certain
areas, such as purchasing and accounts receivable, as well as developing new quality
programs, coordinating the development of technology systems, and improving management
techniques. I look forward to this important set of challenges.”

-- continued --



-2 -

Mr. Shirley is also active in public affairs. He is currently a member of the California
Ambulance Association, of which he was President from 1968 to 1969. He served as a
member of the Santa Cruz County Planning Commission from 1965 to 1969; as a member of
the State of California Narcotic Addict Evaluation Authority from 1971 to 1974; and as a
member of the Board of Directors of Federal Prison Industries, Inc. from 1982 to 1991. Mr.
Shirley has also served as a member of the Santa Cruz County Emergency Medical Care
Commission and the State of California Emergency Medical Service Advisory Commiittee.

American Medical Response is the leading provider of emergency and non-emergency pre-
hospital care in the ambulance services industry, and is the only publicly owned ambulance
service company in the United States. It currently serves an aggregate population of more
than 6 million people in California, Colorado, Connecticut, Delaware, Florida, Mississippi,
New Jersey, Oregon and Washington. American Medical Response responded to more than
450,000 emergency service calls during 1992. Through strategic acquisitions, American
Medical Response intends to penetrate new areas of the country by expanding its established
regions and consolidating operations.



American Medical Response, Inc.
67 Batterymarch Street, Suite 300
Boston, MA 02110
Phone: 617/261-1600 - Fax: 617/261-1610

FOR IMMEDIATE RELEASE

Contact: James E. McGrath or Matthew J. Harrington
Director Edelman Worldwide
617/261-1600 212/704-8103

AMERICAN MEDICAL RESPONSE SIGNS LETTER OF INTENT TO ACQUIRE
SECOND CONNECTICUT SERVICE PROVIDER: WINS NEW COLORADO
MUNICIPAL CONTRACT; AND COMPLETES MIAMI ACQUISITION

Boston, MA - June 2, 1993 -- American Medical Response, Inc. (NYSE: EMT ) today
announced that it has signed a Letter of Intent to acquire Bridgeport Ambulance Service,
Inc., headquartered in Bridgeport, Connecticut; that it has been awarded an exclusive
contract to provide emergency ambulance services in Aurora, Colorado; and that it
successfully closed the previously-announced acquisition of Randle-Eastern Ambulance,
headquartered in Miami, Florida.

Signs Letter of Intent

Bridgeport Ambulance, which serves the city of Bridgeport and its surrounding
communities, had revenues of approximately $5.1 million in 1992. "Bridgeport
Ambulance is a highly regarded provider of emergency medical services. They have a
long-standing and successful record of community commitment.” said Paul M. Verrochi,
Chairman and Chief Executive Officer of American Medical Response, Inc. "We already
have a substantial presence in Connecticut through our New Haven provider, and we
believe that this addition will result in a terrific tusiness combination.”

"We are confident that the combination of our company with American Medical Response
will produce significant benefits for our patients and the Bridgeport community as a
whole,” Joseph D. Lansing, President of Bridgeport Ambulance Service, Inc., said.

" American is a perfect fit to continue providing the kind of quality service we've delivered
since 1966."

The completion of the transaction is subject to negotiation and execution of definitive

agreements and the completion of customary due diligence. Specific terms of the proposed

acquisition were not disclosed.

-- continuted --
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The Company also announced that it has recently been awarded a new municipal contract +
to provide exclusive emergency medical transportation services for the community of i
Aurora, Colorado, the third largest city in Colorado with a population of 232,000. This i
contract, which has an initial two-year term, was awarded to American’s subsidiary
Ambulance Service Company in Denver. The Company began providing service
yesterday, June 1st. The Company estimates gross revenues at $2.7 million per year with
approximately 9500 transports per year, and expects possible additional revenues from
hospitals and nursing homes.

Carl Unrein, CEO of American's subsidiary Ambulance Service Company, commented,
"We are delighted to add Aurora to our expanding service area, and believe we-can
improve the standards of delivered care and response times in the community."

-

Completes Florida Acquisition

American Medical Response also announced that it has successfully completed its
previously announced acquisition of Randle-Eastern Ambulance, headquartered in Miami,
Florida. Randle-Eastern, which serves the Dade County area, had 1992 revenues of
approximately $17 million. The acquisition was accounted for on a pooling-of-interests
basis.

"During our due diligence process, we came to the conclusion that Randle-Eastern
represents a terrific base for future expansion in the important Florida market. This is a
first-class operation with a strong management team that can use American's additional
resources to further build its territory,” commented Mr. Verrochi.

Robert L. Garner, President of Randle-Eastern Ambulance, commented, "We are excited

about being a part of American Medical Response. I am convinced that joining forces with
them will benefit both our patients and our company over the long-term."

American Medical Response is the leading provider of emergency and non-emergency pre-
hospital care in the ambulance services industry, and is the only publicly owned ambulance
service company in the United States. It currently serves an aggregate population of more
than 6 million people in California, Colorado, Connecticut, Delaware, Florida, Mississippi,
New Jersey, Oregon and Washington. American Medical Response responded to more
than 450,000 emergency service calls during 1992. Through strategic acquisitions,
American Medical Response intends to penetrate new areas of the country by expanding its
established regions aud consolidating operations.



American Medical Response, Inc.
67 Batterymarch Street
Boston, MA 02110
Telephone: (617)261-1600 - Facsimile: (617) 261-1610

Paul M. Verrochi
Chairman, President and Chief Executive Officer

Paul M. Verrochi, 44, has spent his career prior to the formation of American Medical
Response, Inc. starting, building, and managing two highly successful quality service
companies. In 1972, Mr. Verrochi founded Omni Building Services, a janitorial services firm
which he built from inception to more than 10,000 employees over a 14-year period. When
Omni was sold to ADT Limited in 1984, he continued to manage the business for an
additional two years.

In 1987, Mr. Verrochi created American Environmental Group, Inc. through the merger and
subsequent consolidation of several small asbestos removal concerns. In 1989, the Company
was merged with Allwaste, Inc., a national publicly-held environmental corporation.

Beginning in 1991, Mr. Verrochi created a business plan to consolidate the ambulance
services business. American Medical Response, Inc. was formed in February 1992 with that
express aim, and in a short period of time has become the pre-eminent force in its field. As
with Omni and American Environmental group, the Company competes on the basis of
quality in a fragmented industry where economies of scale and synergies can be translated
into profit and into building further competitive barriers to entry.

During his tenure at Omni/ADT and American Environmental Group/Allwaste, Mr. Verrochi
completed over 30 acquisitions.

Mr. Verrochi received his B.S. degree from the United States Merchant Marine Academy at
Kings Point, New York.
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American Medical Response, Inc.
67 Batterymarch Street
Boston, MA 02110
Telephone: (617) 261-1600 - Facsimile: (617) 261-1610

Director, Chief Operating Officer and Executive Vice President

Paul T. Shirley, 53, is Chief Operating Officer, Executive Vice President and a Director of
American Medical Response, Inc. He has been in the ambulance business since 1963, when
he began serving as President of Vanguard Ambulance Services (formerly PacMed), one of
the founding companies of American Medical Response, Inc. Until recently assuming the
position as Chief Operating Officer, Mr. Shirley was Chief Executive Officer of AMR West,
the Company's largest subsidiary.

Mr. Shirley has extensive experience in both the management and acquisition of ambulance
services, having completed several acquisitions to form Vanguard. As Chief Operating
Officer, he is responsible for the integration and consolidation of the Company's newly-
acquired businesses, and he also plays an active role in corporate strategy and acquisition
planning.

Mr. Shirley has been the President of the California Ambulance Association and remains
active in both that organization and the American Ambulance Association. His record of
public service includes having been appointed by the President of the United States to the
Board of Directors of Federal Prison Industries, Inc. and by the Governor of California to the
Narcotic Addict Evaluation Authority. He is also active in other civic affairs.



American Medical Response, Inc.
67 Batterymarch Street
Boston, MA 02110
Telephone: (617) 261-1600 - Facsimile; (617) 261-1610

Dominic J. Pugsol

Executive Vice President, Chief Financial Officer and Treasurer

Dominic J. Puopolo, 50, has been Executive Vice President, Chief Financial Officer,
Treasurer and a Director of American Medical Response, Inc. since its inception in February
of 1992. Mr. Puopolo is an original founder of the Company. He is responsible for the
Company’s financial policies and procedures, acquisition program and strategic planning.

In 1987, Mr. Puopolo co-founded American Environmental Group, which was created
through the acquisition, merger and consolidation of several asbestos abatement service
companies located in New England. In 1989 American Environmental Group merged with
Allwaste, Inc. a national, publicly-held, environmental service company. Mr. Puopolo
continued to serve as Vice President and Chief Financial Officer of that division through
1990.

From 1983 to 1987, he was Executive Vice President and Chief Financial Officer of Omni
Building Services, Inc., a janitorial services firm. The company merged with ADT, Ltd. in
1984, and he continued to serve as Chief Financial Officer of ADT Maintenance Service,
Inc.'s Northeast Region. Mr. Puopolo was responsible for the company’s financial policies
and the acquisition program.

Mr. Puopolo received a Bachelor of Science degree from Northeastern University and a
Masters of Business Administration from Suffolk University. Mr. Puopolo is a Certified
Public Accountant. He is a member of the American Institute of Certified Public
Accountants, Inc., Massachusetts Society of Certified Public Accountants, Inc., and the
National Association of Accountants.
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American Medical Response, Inc.
67 Batterymarch Street
Boston, MA 02110
Telephone: (617) 261-1600 - Facsimile: (617) 261-1610

Michael J. McClymont

Senior Vice President

Michael J. McClymont, 50, is Senior Vice President of American Medical Response, Inc. He
has spent his entire career in service industries. Prior to joining American Medical Response,
Inc., Mr. McClymont worked exclusively on operational and financial analysis of acquisitions
at Exel Holdings, Ltd.

In 1989, Mr. McClymont was President and Chief Operating Officer of Mycor Services, a
food and vending service company. From 1988 to 1989, he'was President of Food Concepts,
Inc., an indirect subsidiary of ADT. From 1985 to 1988, Mr. McClymont served as Vice
President of business development for ADT Maintenance Services where he was responsible
for numerous service company acquisitions.

From 1984 to 1985, Mr. McClymont served as a regional mznager for Canteen Services
where he managed P&L operations in the greater New York area. From 1979 to 1984, he
served as a Vice President for vending operations at ARA Services with full P&L
responsibility for all vending services located in the Northeast.

Mr. McClymont received both his B.S. and M.B.A. degrees from Manhattan College in
Riverdale, New York.
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American Medical Response, Inc.
67 Battesrymarch Street
Boston, MA 02110
Telephone: (617) 261-1600 - Facsimile: (617) 261-1610

Ronald M. Levenson

Senior Vice President and Chief Accounting Officer

Ronald M. Levenson, 36, is Senior Vice President, Chief Accounting Officer and Assistant
Secretary of American Medical Response, Inc. From 1985 to September of 1992, he was a
Senior Manager at KPMG Peat Marwick, a public accounting firm, where he had been
employed since 1979.

While at Peat Marwick, Mr. Levenson specialized in providing professional accounting and
auditing services to publicly held companies. He is experienced in working with initial and
secondary offering= of common stock, mergers and acquisitions and leveraged buyouts.

Mr. Levenson is also a former lecturer in accounting at the Boston University School of Law
and Northeastern University.

Mr. Levenson received his B.A. degree from Northeastern University. He is a Certified
Public Accountant and a member of the American Institute of Certified Public Accountants
and the Massachusetts Scciety of Certified Public Accountants.
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67 Batterymarch Street
Beston, MA 02110
Telephone: (617) 261-1600 - Facsimile: (617) 261-1610

WilliamE. 7 d”Riggs
Executive Vice President, Director

William E. Riggs, 51, is Executive Vice President and Director of American Medical
Response, Inc. as well as Chief Executive Officer of American Medical Response West.
Through his 29 year tenure in the ambulance service business, Mr. Riggs has come to be
recognized as one of the "founding fathers" of the modern ambulance industry, building
Regional Ambulance into the largest and most respected ambulance service provider in
California,

Mr. Riggs has also played a leadership role in developing and pioneering the emergency
medical service systems for Alamneda and Contra Costa counties. He has served as a member
of the emergency Medical Care Committee for Alameda county. In addition, he has served on
the Governor's State Task Force on Earthquake Preparedness and w1s appointed to the State
Legislatvre Joint Commission on Police, Fire and Medical Services. He has also served as a
Director of the American Association and past president of the California Ambulance
Association.



American Medical Response, Inc.
67 Batterymarch Street
Boston, MA 02110
Telephone: (617) 261-1600 - Facsimile: (617)261-1610

Jloseph R, Paolella

Executive Vice President, Director

Joseph R. Paolella, 42, is Executive Vice President and a Director of American Medical
Response, Inc. Mr. Paolella has been in the ambulance services business since 1975. He is
currently President, Chief Executive Officer and Director of New Haven Ambulance Service
Inc., one of the founding companies of American Medical Response, Inc. His responsibilities
include managing corporate operations, financial planning, administrative services and public
affairs.

Mr. Paolella currently serves as Chairman of the Government Affairs Committee of the
American Ambulance Association, the national trade association of the ambulance industry.
This co.amittee is responsible for representing industry positions on EMS laws and
regulations promulgated by Congress and the Health Care Finance Administration. He was a
founding Director of the Connecticut Ambulance Association and served as its President for
eight years. He was also a member of the Connecticut Advisory Committee on Emergency
Medical Services.

Mr Paolella received the Outstanding Achievement Award in emergency medical services in
1988 given by the State of Connecticut Department of Health Services. He was also the
recipient of the J. Walter Shaeffer Memorial Award for Excellence presented by the American
Ambulance Association in 1990.

Mr. Paolella received his B.A. degree from Georgetown University.



American Medical Response, Inc.
67 Batterymarch Street
Boston, MA 02110
Telephone: (617)261-1600 - Facsimile: (617) 261-1610

James E, McGrath
Director

James E. McGrath, 38, is a recognized expert in the fields of corporate development and
finance. Over his career, he has been a founding principal of, or early investor in, over 50
companies, many of which have become publicly-held. He has been involved in venture
capital, leveraged acquisitions, joint ventures, limited partnerships, and many other financial
vehicles. Mr. McGrath is also currently Chairman of the Board of Directors of Perceptron,
Inc. (OTC - PRCP), a leading imaging solutions corporation.

From 1987 through 1989, he was Managing Director and a partner at William E. Simon &
Sons, Inc., where he was responsivle for investing in and overseeing more than one hundred
million dollars of private investments in many industries. Prior to that, Mr. McGrath was a
Corporate Senior Vice President of E.F. Hutton & Company, Inc., where, among other
responsibilities, he was President of the venture capital division and head of the firm's
merchant banking activities, which together represented approximately $150 million of
investments.

Previously, he was Chairman and CEO of McLaughlin, Inc., a large private Western
construction firm. In that capacity, he helped build the Stoneway Concrete division into the
largest and most profitable ready-mix concrete company in the Pacific Northwest, principally
through acquisition and consolidation. He began his career at Bain & Company, a large
strategic planning and consulting firm.

Mr. McGrath received his A.B. degree from Harvard College and his M.B.A. degree from the
Harvard Business School.



American Medical Response, Inc.
67 Batterymarch Street
Boston, MA 02110
Telephone: (617) 261-1600 - Facsimile: (617) 261-1610

Michael A, Baker
Director

Michael A. Baker, 47, is President of Notre Capital Ventures, Ltd. and a recognized expert in
the field of mergers and acquisitions and in the formation of new organizations utilizing
reorganization accounting. Mr. Baker is both a lawyer and CPA. He was involved in the
acquisition of over 500 companies while serving as Associate General Counsel of Browning-
Ferris Industries, Inc. Mr. Baker was a founder of Allwaste, Inc.; ENSR Corporation; Sanifill,
Inc.; and American Medical Response, Inc. Mr. Baker also helped establish and direct the
acquisition programs at each of those companies, which in aggregate have produced more
than one hundred acquisitions.

Mr. Baker is a frequent lecturer at legal conferences and industry meetings on the topic of
business planning and mergers and acquisitions. Mr. Baker was a faculty member at the
University of Houston Law Center from 1971 until 1985.

Mr. Baker received both his Juris Doctorate, summa cum laude, and his Bachelor of Business
Adminstration, cum laude, from the University of Houston.



American Medical Response, Inc.
67 Batterymarch Street
Boston, MA 02110
Telephone: (617) 261-1600 - Facsimile: (617) 261-1610

David B, Hammond

Director

David B. Hammond, 48, is a well-regarded expert both in developing sophisticated financial
systems and controls, and arranging large and complex financial transactions.

Mr. Hammond is currently Deputy Chairman of ADT Limited and-has been on ADT's board
of directors since September 1984. From 1981 to 1984, he was a director of Hawley Group
PLC, the predecessor company of ADT. From 1973 to 1980, Mr. Hammond was employed
by Thom-EMI plc in various senior financial positions including Financial and commercial
Director of the Entertainment Division. Previous to that, he was employed by both Touche
Ross & Co. and Arthur Andersen & Co. Mr. Hammond is a Fellow of the Institute of
Chartered Accountants, and a Fellow of the United Kingdom Institute of Taxation.

Over his career, Mr. Hammond has also served on numerous boards of directors in many
different countries.
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American Medical Response, Inc.
67 Batterymarch Street
Boston, MA 02110
Telephone: (617) 261-1600 - Facsimile: 1617)261-1610

John Larkin Thompson
Director

John L. Thompson, 62, is currently of Counsel to the Eoston law firm of Nutter, McClennen

and Fish. In September of 1992, he retired as President and CEO of Blue Cross and Blue

Shield of Massachusetts, the largest health insurer in Massachusetts with a premium volume :
in 1691 of $3.2 billion. He served as President and CEO of the company from 1987 to 1992. i
Prior to that he was President and CEO of Blue Shield of Massachusetts from 1970 to 1987
when the company merged with Blue Cross of Massachusetts.

Previously, Mr. Thompson was an attorney with the Boston law firm of Palmer & Dodge. ;
During the past 20 years, Mr. Thompson has been a member of various health related and i
civic organizations, including the National Advisory Council cn Health Care technology

Assessment; the Health Insurance Benefits Council; the Advisory Panel on National Health

Insurance, Subcommittee on Health, Committee on Ways and Means, U.S. House of

Representatives; and, as Vice Chairman, Advisory Board of Emergency Medical Services,

Commonwealth of Massachusetts.

He currently serves as the Chairman of the Boston Public Library Foundation and previously
served as the Chairman of the Untied Way of Massachusetts Bay, Chairman of the Greater
Boston Chamber of Commerce, and as Chairman of the New England Aquarium.

Mr. Thompson also serves as a Director of Blue Cross and Blue Shield of Massachusetts and
as a Director of EG&G, Inc. of Wellesley, a diversified technical manufacturing company.

Mr. Thompson received his B.S. degree from Villonova University; his M.S. degree from
Columbia University Graduate Schoo! of Business; and his law degree from Boston
University School of Law.
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American Medical Response, Inc. is the nation’s premier
provider of emergency and non-emergency pre-hospital care and
other general ambulance services. The Company is the leader in
an exciting and rapidly growing industry which is nearly $5
billion in size.

American was formed on August 5, 1992 through the merg-
er of Regional Ambulance, lpc. (l;'remont, California), Vanguard
Ambulance Services (San Jose, California), New Haven Ambu-
lance Service, Inc. (New Haven, Connecticut) and Professional
Ambulance Service, Inc. (Wilmington, Delaware). Since
Auguet, tkroe additional servics providers have joined our grow-
ing family of companies: Mobile Medic Ambulance Service, Inc.
(Gulfport, Mississippi), Ambulance Service Company (Denver,
Colorado). and Buck Medical Services, Inc. (Portland, Oregon).

By the end of 1992, American served an aggregate popula-
tion of more than five million people and responded to more than
400,000 calls. Through strategic acquisitions, American intends
to penetrate new areas of the country while expanding its services

in established regions.
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Financial Hightights

(in thousands, except per share amounts)

Year-cnded

December 31.

1992 1991
Total Revenue $106,433 $94.104
Net Earnings (pro forma) S 5,670 $ 4.306
Earnings Per Share (pro forma) S 067 S 057
Weighted Average Shares Outstanding 8,447 7,576

Total Revenue Net Earnings (pro forma}

<7 Mithons) L Atons

$106.4 $5.7
9.1
4.3
731
56.0
39.3 21
1.6
9
88 B3 90 91 92 88 89 90 91

92

Earnings Per Share (pro forma)

$.67

57

.28

.22

88 89 90 91 92
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1n addition 10 the continued growth and success of our
four tounding companies. we bhave augmented our growth by
acquiring “beachhead facilities™ in new regions and also by
expanding our services into areas that are contiguous to com-

munities we currently serve. In November, we completed our

first acquisition, Mobile Medic Ambulance Service of Gulfport,

Mississippi. In December, we completed the acquisition of
Ambulance Service Company in Denver,
Colorado. In January 1993. we completed

scquisition program at a tavorable rate. We also have estab-
fished an insurance program that has consolidated our insur-

ance coverage on a national level.

Community Commitment

As an industry leader, we recognize our obligation to set

an example. We take our role as community citizens seriously.

During 1993 we will be making a significant

hinancial contribution to the communities we

the acquisition of Buck Medical Services.
based in Portland, Oregon.

n‘le ﬁrsl concrete cxample 0“ our
progress in expanding services into areas
adjacent to those we currently serve is the
recent contract awarded to our Delaware
operation. In December, we signed a three-
vear, approximately $-4 million contract
with the municipality of Atlantic City, New
Jersey.

Internally, the consolidation and
streamlining of functions in the San Fran.
cisco Bay Area continues by Regional
Ambulance and Vanguard Ambulance, two
of the “founding companies”™. Now known
as American Medical Response West, these
t™wo Compan ;ts are largc]_\' h()used un(lt‘r

one roof.

Buasiness Strategy

Our business strategy is based on
acquiring operations that share scveral
common winning elements. We believe the
following elements will become the stan-

dards against which other companies will be

measured:

The creation of

American was

serve. | am pleased to announce that each of
our current locations will be making a con-
tribution to support their local public school
systems. Together we can make a difference
in helping address our nation’s critical public

predicated on our

beliefl that the quality

and efticlency

of ambulance

companies and the

emergency services

they provide could

be enhanced through

consolidation.

education problem.
Over the next six months, we will be

and unique educational program we intend
to create. We hope our commitment will

join us in this important endeavor.

Looking Abecad

American’s performance always has
been driven by the need to contain costs
associated with delivering superior emer-
gency and non-emergency health care.
We welcome the Clinton Administration’s
emphasis on containing costs. We believe
that the President’s pledge to broaden
acuess to health care, particularly for the
umnsured and underinsured. could prove

are prnud (hﬂl \l‘\l‘ :\dminislratiun's i(lL‘ilS

A Our operations are committed to
providing exceptional quality service.
Our services are provided primanly by paramedics,

recipients of the highest level of medical certil

the ambulance industry.

A Our providers manage "9117 response in their respective

areas and enjoy signiticant market share positions.

A Our operations feature the industry’s most technologically
advanced dispatch and operating systems.

A Our providers are deeply rooted within their

respective communities.

We also are consohidating and streamlining certain func-
tions at the corporate level, such as banking and insurance.
American has received a commitment from a group of banks
tor a $30 million unsecured revolving crediv facility. The Com-
pany intends to use the credit faciling 10 consolidate existing
debt. 1o finance future acquisitions and for general working
capual purposes. The lending group is led by the Fleet Finan-
cial Group. This centralized credit facility shouid provide suthi-

cient cash [1\'«')”.’![)”il\' for the foresecable future to continue our

cthiciencies.

In sum. we believe that in the short time

since August we have made significant strides toward achieving
our ;r‘;

thunk Ainerican’s emplovees for their dedication. Together, we

look forward to building upon this foundation and achieving

continued success and growth in 1993.

We appreciate your commitment as shareholders and
vour continued interest in Amercan Medical Response. We
look torward 1o returning this trust as every member of our

hard-working team contributes to improving the delivery of

cmergency’ und n(m-cnwrgcncy aml)ulnncc SL'rV.ICC lhr()ug]u)ut

(hl' L.H;ll‘l* S‘(ll(‘s‘

Sincerely,

Paul M. Verrochi
Chadrman,

4 ./)r-zf/ “Fxvecutive Officer
)I

andd Precident

announcing further details of the innovative

serve as a challenge to other corporations to

beneficial for the Company. In addition, we

echo American’s strategy of producing cost

tobjectives. In recognizing this success, it 1s important to
(3 14
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Overview

I n examining industries }lni.\\‘ll tor dramatic
nh;ms:'c and contimued grow th m the 19904, the
tounders ot American Medical Response wdentitied
the CMergency’ .\I’h‘ non-cmMergency prv-hu.\])il.:' and
d"\}lll'dn(’t’ SefVICeS .I)U,\”’l'_\,\ an l('.nlinv:' Ay .I"&!;ll-lll" e
benetit from a nationally integrated approach. Sup.
porting this condlusion are the numerous changes

oceurring both inside and outside of the industey

Entering the Hodern Age
of Emergency Traneport

Although trequently oy erlooked i discu caons
ol 1hv hv.lhh«\n‘c ill(illsl:i\. ﬂu- .‘Un[»llf.‘lm v odtol Tras
cvoh el y'.qm“'\' Ll[(‘n':' AN xl!] ulht'!' aredas in the medicad
CAre drena, \l\‘ ,I(‘I\g d':'\‘, NN .ll”h\ii«l'l\ (SR IWEY ’{'fl'[ 1 l"]

’ }7\\;!“!] C\Ml\ z‘

s an Cottermg worde tha proy Wl

Vadav . a modern ambo-

Lance s tuthy equipped and capable of administering

ed Bitde o noomediead Care

fabi i il
many of the ~ervices avalabic s abospriad emers

CRCY Toum

"Today.
pre-no-pllnl
medical care is
comparable to
that lound in

many emergency

roomea

"y

T 1992 Amerivan
reapanded Lo over UG conergencoy calle

V7 gy

The advances i pre-hospitad medicad care
now tegqure higher fevels of traming tor emergenay
medical technicums and paramedios, the Lateer being
the most higi)ii\' tramed ambulance prulc\\mn.xi\
":nu'l‘:_‘x'n«.\ [iL‘I‘\IH‘,I‘.(" use the llulustl:\ ‘< most
4\(‘\ e \‘(i l'”)("'gl‘n\l\ l!‘-('(ll\ JI ('k‘\lii’i‘}["]! \‘\'l'l"\‘ ‘l\l.\ N
obtten in the most hu.\lnlc and non-siet e r1~\‘irnn-
ments imaginable

A« the nonon's Lo zest ambulance services

)‘l(‘\‘ll\"

ahvant.,

Vmerican [RATIRRE arhstantial ¢ ompetitne

~ For example, the Company's large-soale

pur [\.n.\il\:_’ prrogranis .\”u\\ Aimerican to ac &]niu-
statesof-the-art \‘«{tli}!ﬂ\mli tor fess than the compets-
“(IH‘ AN 'UI&' \’_“l(ﬂ(l(‘! FUYernpie Y U]\JIIH' l'll.ll)lk‘.\ [II\' Clllll-
pany 1o ey e efficiences i areas such as banking
«\‘ll\ 'I Gy DO e [RIAENE .llt' .Ol\“ .IH(I\\

aed s ance

\imercan to 1n:(l\n|1‘ better advanced In'u,\(mm'(

oy cnd To more consisten VI ontior patient

care ~taodaeds



A Nearly 85 Billion Industry

Ambuiance service expenditures total
nearly $5 billion annually. While this may
scem small in the context ol the nearly $1
trillion health-care industry. pre-hospital
medical care is as vital as police and fire
departments to the health and well-being of
e\'t‘l:\' C()Yr‘mlll‘;t.\' muml)’:!:

Moreover, the size of the ambulance
industry, measured in local value of services,
is continuing to grow as the demand and
need tor enhanced services increases. The
private sector, in which American partici-
pates, has been growing at over 10% unnual-
Iv during the last decade. In this now large
business, there are over 2,100 private
providers of ambulance services. As a result,
the opportunities for consolidation are enor-
mous since less than 2% of these providers
generate annual revenue of over $20 million.
As the onlv publicly traded company exclu-
sively devoted to pre-hospital medical care
—— ()rgil";yt‘(l (In(i (,)i“.'l'illi'lg on i ni“i()na]
5(‘&'{'(’ —— .'\I]’Cri‘.“ll\ i.‘ ¢ (L‘L")t;(}nilll\' \\“fll'
pn_\itinnc«l to capitalize on the inv.lusrry's
l‘l‘l'!l 10 }‘r(‘\'i(l{' o \lﬂ‘)“nl’lnl_\' hlgh lc\'(’l (),
3\"‘\';(»“ "ln({ l!‘:li\'cr Sil\'ings lhf()u:{h COst
cl‘f‘u'icn(m\.

‘I.hl.' il’l]l]l"u‘ll'c i[](iu&ll}"b gr()\\"h i\

driven by the Iu”u\\'ing factors:

A The aging of America — As people hive
longer. they have an increasing need

tor medically complex movement not

only between home and hospital, but also between

hospital and long-term care tacilities or nursing

A Growth of outpatient-care facilities Use of these

tacilities olten necessitates an ambulance trip to and

trom another location.

. .. '
A The growth ot in-r . = health care — In-Yome care
enables many panents . meceive treatmoent at home even

d\(»ugh (h-:_\' are sull quilc L Oteen l]u'_\‘ l'(‘l]llil'c ambu-

lanice services upon discharae trom the |ln\;lil:l]

A Greater Speed alizauon ot huspilula and nml:.&gﬂ’ care

Many speciadiy mudical procedures wre pertormed in

tewer hospitals resulting w increased inter-hospitat trans-
port. ‘\|:-U. many FHIMOs I'\‘\]llilc I|l.n anee \l.li’!('. i \ll!)-

s\‘l‘ll)in:.: ;v.uiunl muast |l\‘ Hknn,\pm'lm! oy s 'nrmln r

}u):\pil.kl

The adoiimotrition of biab gquality care,

wents vopbutiwated medwal eguipment, i
vital long betore bapital arrival.

A Anincre

levels of medical care at the accident

cd emphasis on higher

scene — Communities are more fre-
quently demanding higher levels of
care in the pre-hospital setting.

A Lowered response-time thresholds —
Early intervention can potentially
curtail costly medical procedures,
shorten recovery iime, and ultimately
lower overall individual health-care

COSts.

" Taken together, these factors drive
what American believes is sustainable and

non-cychical growth. The Company expects

that these factors wili continue to be impor-
tant because ambulance services are
al)snluw[\' \'il;ll -‘ln(l. unlikc some other
arcas of health care, are not generally
viewed as discretionary.

In addition. many municipalities
which have tradinonally operated thetr
own emergency medical response svstems
are under incraased pressure to control
costs. Among the alternatives a-ailable s
ll‘c use (’f ‘7"i\'(|“.' sector !\rl)\'i(lL‘rS. ‘\“'ll"v
S’n"l” lnlln;('ip.‘t“lir.\ are r'_'l.‘l)gni'/il\g 'I\.“.
by banding together and entering into a
‘inglc contract, l'll."\' can achieve better
service at a lower overall cost.

In this changing arena, the awarding
of exclusive municipal contracts typically is

based not only on cost L‘nnsulcru!u)ns. but

At s TR e A RS M s T

more importantly on a quantitative evalua-
tton of a ;n'u\'i(]cl“.\ response time, lnm“c.’xl ll'.'l(‘l( n‘cnrd. |c\‘cl of
service provided, statt expertise, quality of management, and

tinancial condition. American is well positioned 10 compete on

cach and every one of these criteria.

American — At The Forefront

American s at the toretrant of a dyvnamic and clumgin‘c’
industey, From the Campany’'s inception, s gu;nl has been to
ln: the Nation s |l'.u|ing pl'(n'ulul ot |ligh (Ill{l“l.\’ emergency ;mel
noo-emergency pre-hospital cares As anindustry leader., the

anp.m(\' I |!|.\A\ me an mstrumental role in the (!c\'clﬂpmcn: of

umtorm ||1mhl.\ and measurement standards,
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A Partnerabip of Entreprencurs

American’s management team is seasoned and experi-
enced. The founding partners and the individuals who have
joined the team through acquisition are well-respected
industry leaders who have made important contributions 10
their profession and in their communities. Identifving and
encouraging the development of managers cotumitted 10 the
growth and enhancement of ambulance services is an impor-

tant priority for Amecrican.

Corporate Growth Strategy

American’s disciplined corporate growth is based on
three-pronged strategy: target suitable regions of the country
and acquire providers to serve as regional headquarters
known as “beachhead facilities”; expand services in these
areas through additional “lock-on” acquisitions contiguous to
the beachhead facilities; and grow internally by providing
additional services and streamlining operations.

In many respects. American’s acquisition criteria mirror
the qualities desired by municipalities when awarding a con-
tract. In selecting the appropriate emergency care provider,
cost is by no means the only consideration. A provider's rrack
record —in the areas of quality. delivery and etficiency ot

service — 1s of paramount importance.

Benefitting from a Changing
(.S, Health Care Environn:ent

During the first months of the Clint m Administration,
a new outline of the legislative and regulatory direction tor
the U.S. health-care system will become evident. American
believes it can benefit over the long term from the President’s
dedication to addressing national health-care concerns. The
issues on the national agenda are consistent with those taced
by ambulance service providers: how 10 deliver the best ser-
\’icc o all }’\:OPIL’ \\'h”l.' K'nSuril]g ‘hl’ h;ghc.\' (]Uil“l_\' ‘)! Care,
American believes that concepts such as managed comperi-
tion and global budgeting are parallel with American’s corpo-
rate objective ot achieving efliciencies through cost

(‘omainmcn( ;md \‘uns()lidmmn.

Ambulance services are provided without consideration
of a patient’s abilits 1o pay. Exclisive contracts, subsidies,
i)t rm‘lsﬁil)n to in(rcase pl‘;ccs and other measures ha\'e !)L‘Eﬂ
.arroduced by local governments to ease the burden of
uncompensated care on private providers. American believes
the introduction of some form of national health-care plan —
one that increases access to health care and thereby reduces
the level of uncompensated care — could benefit American.

as \\‘t'" as consumers.

Eorrd Rigae, Chicf Operating Officer. AMR Weat, with
puaramedica Patrice Skipp-Severe and David Veitch.
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Our Communtities Conte Firat

American’s providers have been important members of their
communmities for many vears. Buck Medical Services and Ambu-
lance Service Company are the oldest, commencing operations in
1913 and 1920. respectively.

Together with police and fire departments, American pro-
vides the essential ingredients of a community’s emergency
response capabilities. The Company greatly values the irust placed
in it by its communities. American’s service providers actively par-
ticipate in community volunteer programs that include health fairs.
local school education and career programs.

American’s profitability is the reward for delivering the high-
est quality service in the most efhcient manner. The Company’s
commitment is to return the trust and contidence ot the communi-

ties it serves \Vi!h every emergency and non-emergeincy response.

American s emplovecs reqularly introduce scbool-
cheliren to the challenges and rewards of the emer-

ertey medical reaponse profeasion.

American Medical Response's Current Service Areas

Ywashington

Cantormva

Connectcut
Now Jorsey

ODolawaro
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. Selected Filnancial Data’

(in thowrands, except per share amounta)

Earnings Data:

Total revenue

Operating expenses:
Salaries and benefits
Uncompensated care
Other
Depreciation

Total operating expenses

Earnings frpm OPETALIONS..ceverevcviereeetorenenescnrencereserens

Nonoperating expenses:
Interest expense, net
Amortization of intangibles......ccocvenenceccenne..

Total nonoperating expenses.

Earnings before income taxes........cieccirieriecccce.

Income taxes.......cccoceerenenen.

Net earnings....ooceevreevevereerivconnninsisseeeecsresscscescans
Pro forma net earnings(2).coceveieieecs v

Pro forma net earnings per common share ................

Weighted average common shares outstanding.........
Balance Sheet Dats:

Working capital .....cocoeveveveririritieceee e
Property and equipment, net
Total assets............. .
Long-term debt, net of current raaturities.
Stockholders’ equity ...............

1992 1991 1990 1989 1988
S106,435 _ $94,104 __ $73148 $56,027 _ $39,320
53,364 45,614 36,012 28,037 20,431
24,397 22.262 16,413 11,485 7.660
15,217 13717 11,947 9,563 6,999
3,066 2,772 2.518 1,977 1,033
96,044 84.365 66.890 51,062 36.123
10,389 9.739 6.258 4,965 3.197
747 1,156 1170 1.076 626

561 927 0 L3S o921 951
L3080 2,085 0 2,483 1,997 1,577
9,081 7,656 3,775 2,968 1,620
4,089 _ 3200 1556 . L190 623
S 4992 $ 4,455 $ 2,219 $1,778 § 997
S 5670 $ 4,306 $ 2,091 $1,631 § 889
s .67 s 57 s 28 $ 22 8 .12
8,447 7.576 7,576 7.576 7.576

$ 25,612 $ 9,300 $ 6.688 $ 6674  $ 3505
10,026 8.514 7.687 6.285 3.442
66,549 36,858 30,059 26.185 16.568
8,572 7179 8.392 9,010 5,493
35.757 11,659 7.901 6217 4439

(1) Includes the resutts of Mobile Medic Ambulunce Service, Inc. (acquired on November 4, 1992) and Ambulance Service Company (acquired on Decermber 23,
1992) from the date of acquisitioma. See note 2 1o the conmolidted financial statementa.

(2) Certain adjustments bave been made to net earninge to reflect income taxes that would bave beert pavable by one of the Company v subaiiarics that was an
4 g pal Y ! peany

S corporation fo- federal income tax purpases during the peride presented. See note 4 to the consolidated financial statementa.
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Management’'s Discussion and Analysis of

Financlal Condition and Results of Operations

Year Ended December 31, 1992
Compared to the Year Ended December 31, 1991

Overview

The Company’s net carnings on a pro forma basis amount-
ed to $5.7 million or $.67 per share for the year ended Decem-
ber 31, 1992, as com with pro forma net earnings of $4.3
million or $.57 per share for 1991. The improvement in pro
forma net earnings results from increased transports,
increased rates, an increzse in fixed government subsidies, an
upgrade of basic life support services to paramedic services,
a reduction in net interest expense, and a reduction in the pro
forma effective tax rate. The increase in pro forma carnings
per share results from the increase in net earnings, which is
partly offset by an increase in the weighted average number
of shares outstanding resulting from (ie initial public offering
and shares issued in connection with the acquisitions.

Resulte of Operationa

The Company's total revenue amounted to $106.4 million
for the year ended December 31, 1992 as compared with
$94.1 million for 1991, an increase of $12.3 million or 13%.
The increase in total revenue results from approximately
16,000 more ambulance transports in 1992 as comparerd with
1991, rate increases received in certain areas, an upgrade of
basic life support services to paramedic services and an
increase in hixed government subsidies. The acquisitions
discussed in note 2 to the consalidated financial statements
contributed approximately $2 million 10 total revenue for
1992.

Salaries and benefits expense amounted to $53.4 million
for 1992 as compared with $45.6 million for 1991, an increase
of $7.8 million or 17%. As a percentage of total revenue,
salaries and benefits increased to 50.1% for 1992 from 48.5%
in 1991. The increase was primarily the result of higher
staffing levels required to satisfy contractual obligations tor
faster response times in certain areas, the changing mix to
paramedic from EMT personnel in order to provide enhanced
paramedic services. generally higher labor costs due to wage
increases. and the addition of corporate salaries and benefits
which did not exist in the prior year.

Uncompensated care expense amounted to $24.4 million
tor 1992 as compared with $22.3 million tor 1991, an increase
of $2.1 million or 9.6%. As a percentage of total revenue.
uncompensated care was 22.9% and 23.6% for the years
ended December 31, 1992 and 1991, respectively. The dollar
increase in uncompensated care expense results primarily
from the growth in the Company’s business.

Other operating expenses were $15.2 million tor 1992 as
compared with $13.7 million for 1991. an increase of $1.5
million or 10.9%. The increase in other operating expenses
was a result of the growth of total revenues and the addition
of corporate expenses which did not exist in the prior year.
However, as a percentage of total revenue. other operating
expenses remained consistent at 14.3% for 1992 ax compared
to 14.6% for 1991.

Depreciation expense increased by $294,000 for 1992 as
compared to 1991, The increase was attributable 10 new
vehicle purchases and depreciation expense related to the
property and equipment acquired in connection with the
purchase of Mobile Medic Ambulance Service. [nc. Asa
percentage of total revenue, depreciation expense remained
consistent at 2.9% for both 1992 and 1991,

Net interest expense decreased by $409,000 for 1992 as
zompared to 1991. This decrease was the result of the contin-
ued decline in bormwing rates, the decline in the average
amount of debt outstanding, and an increase in investment
income derived from the remaining net proceeds of the initial
public offering.

Amortization of intangibles decreased by $366,000 for
1992 as compared to 1991 because of certain goodwill
amounts becoming fully amortized in 1991. Amortization of
intangibles will increase in the future as a result of goodwill
recorded in connection with the Company’s acquisitions.

Prior to the merger with the Company, one of the Prede-
cessor Companies was taxed as an S corporation. As an
S corporation, income taxes were not required to be provided
in this subsidiary’s financial statements. In August 1992,
concurrent with the merger., this S corporation status was
terminated and the method of accounting for tax purposes
changed from the cash to the accrual method. Deferred
income tax experse for the year ended December 31, 1992,
includes $780.000 attributable to this termination of S corpo-
ration status.

Pro forma income tax expense for the years ended Decem-
ber 31. 1992, 1991 and 1990 are tax amounts which would
have been recorded had this subsidiary been a C corporation
during those years. If the subsidiary had been subject to
corporate income taxes on an ongoing basis, income tax
exp'nse would have been $3.4 million for 1992 and 1991.
The effective tax rate for 1992 was 37.5% as compared with
43.7% for 1991. The decline in the effective tax rate results
from a favorable resolution of an IRS examination for which
amounts had previously been expensed in the Company s
financial statements, combined with a decrease in amounts
which are not deductible for tax purposes.

Liguddity and Capital Resources

In August, 1992, the Company completed its initial public
offering of 3 million shares of common stock at a price of
$8.50 per share. The proceeds, net of underwriting discounts
and expenses of the offering, were approximately $21.5 mil-
lion. Concurrent with the completion of the initial public
offering. the Company paid approximately $10.2 million to
the stockholders of the Predecessor Companies and issued an
aggregate 4.1 million shares of common stock in connection
with the acquisition by merger of those companies with
American. On September 3, 1992, the Company sold an
additional 500,000 shares of common stock pursuant to an
over-allotment option granted to the underwriters in connec-
tion with the Company’s initial public offering. The proceeds,
net of underwriting discounts, were $2.4 milhon.

Working capital at December 31, 1992 amounted 10 $25.6
millicn as compared to $9.3 million at December 31, 1991, an
increase of $16.3 million. This increase results primarily from
the remaining net proceeds received from the Company’s
initial public oftering. after paying the cash portion of the
purchase price for the acquisition of the Predecessor Compa-
nies, repayment of certain indebtedness and cash paid for
subsequent acquisitions. In addition, working capital was
(?n}\anced as Ci\Sh genuraled f.r()m 0pera!i011s C.\C(‘Ue(ic(l Cash
requirements.

Cash and cash equivalents and short-term investments
were $14.4 millioa at December 31,1992 as compared with
$3.5 million at December 31, 1991, an ircrease of $10.9 mil-
lion. Net cash generated by operations during 1992 was $5.1
milhon.
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The Company had additions to vehicles and other operat-
ing equipment of $2.2 million. For these additions, the Com-

ny paid $1.4 million in cash while $.8 million was financed
E;' notes and capital lease obligations.

At December 31, 1992, the Company had total outstanding
debt of $12.8 million, compared with $11.9 million at Decem-
ber 31, 1991. The increase was a result of debt issued and
assumed in connection with the acquisitions of Mobile Medic
Ambulance Service and Ambulance Service Company, the
financing of vehicles and other equipment, and debt issued by
one of the Company's subsidiaries to repurchase common
stock of the Predecessor Company. These increases were
offset by debt repayments of $5.7 million.

Certain debt obligations of the Company's subsidiaries
were personally guaranteed by the former stockholders of the
subsidiaries prior to the acquisitions. At December 31, 1992,
the outstanding amount of such indebtedness was approxi- ~
mately $6.0 mi"ion. The Company has agreed to use its best
efforts to have ¢ personal guarantees released and 1o pay or
refinance such indebtedness in the event that the guarantees
cannot be released.

In connection with the mergers discussed in note 2 to the
consolidated financial staternents. certain operating entities
changed from the cash to the accrual method of accounting
for tax purposes. The resulting difference in taxable income
is being recognized for tax purposes over a four year period
beginning with the current year. This change resulted in an
increase in current income tax expense for 1992 and a
decrease in the deferred tax liability as of December 31, 1992,
as compared with December 31, 1991. The taxes expected to
be payable in subs.quent years are included as a component
of non-current deferred income tax liabilities.

During 1992, the Company acquired two providers of
emergency and non-emergency pre-hospital care. On
November 4, 1992, the Company acquired Mobile Medic
Ambulance Service, Inc. located in Gulfport. Mississippi. and
on December 23, 1992, the Company acquired :\mbu[:mce
Service Company located in Denver. Colorado. The total

said for these acquisitions was $3.2 million in cash,
§1.780.000 in subordinated promissory notes and 611,263
shares of the Company’s common stock.

On January 11, 1993, the Company acquired Buck Med-
ical Services, Inc.. a provider of emergency and nor-emer-
gency pre-hospital care, located in Pordand, Oregon. The
purchase price consisied of $5.5 million in cash and 125,085
shares of the Company’s common stock.

Current financial resources and anticipated funds generat-
ed by operations are expected to be adequare to meet the
Company’s operating cash requirements in the foreseeable
future. The Company plans to use a combination of cash and
securities in connection with its acquisition program. The
Company has an effective Shelf Registration Statement on file
with the Securities and Exchange Commission covering
2.000.000 shares of common stock. of which 1,263.647 shares
remain available after the acquisition of Buck Medical Ser-
vices, Inc., for issuance in connection with the acquisition of
other businesses by the Company. The Company has
received a commitment from a group of banks for a $30 mil-
lion credit tacility 1o refinance certain existing indebtedness.
for acquisitions and working capntal purposes. In the event
that the Company is unable to secure this Binancing or a suit-
able financing alternative. or that acquisition candidates are
reluctant to accept the Company’s securities. the Company'’s
growth strategy could be adversely attected.

12

Certain health care reforms are presently being considered .
at the federal level. The Company is unable to predict the
impact any health care reform will have on its operations.

Year Ended December 31, 1991
Compared to the Year Ended December 31, 1990 I}

(hverview
The Company’s net earnings on a pro forma basis amount-
ed to $4.3 million or $.57 per sharc for the year ended
December 31, 1991, as compared with pro forma net earn-
ings of $2.1 million or $.28 per share for 1990. The improve-
ment in pro forma net earnings results from increased trans-
ports, increased rates, an upgrade of basic life support :
services to paramedic services, and a reduction in the pro
forma ctfe tive tax rate. The increase in pro forma earnings
per share results from the increase in net earnings.

Results of Operations

The Company’s total revenue amounted to $94.1 million
for the year ended December 31, 1991 as compared with
$73.1 million for 1990, an increase of $21.0 million or 28.7%.

The increase in total revenue results from approximatel
28,000 more ambulance transports in 1991 as compared with
1990. The increase in transports was due primarily to
increased transports provided in an expanded area of Alame-
da County where the City of Oakland was included for a full
vear in 1991 as compared to a six month period in 1990.
Enhanced pararedic services and gcneraﬁ”raxe increases also
resulted in higher average revenues per transport.

Salaries and benelits expense amounted to $45.6 million
for 1991 as compared with $36.0 million for 1990, an increase
of $9.6 million or 26.7%. As a percentage of total revenue,
salaries and benefits decreased to 48.5% for 1991 from 49.2%
in 1990. The dollar increase was primarily the result of the
ﬁeneral growth of the Company’s business and generally

igher labor cosis due to wage increases.

Uncompensated care expense amounted to $22.3 million
tor 1991 as compared with $16.4 million for 1990, an increase
of $5.8 million or 35.6%. As a percentage of total revenue,
uncompensated care increased to 23.6% for 1991 from 22.4%
for 1990. The increase results primarily from a significant
change in patient demographics resulting from the provision
of services in the Oakland, California area for a full year in
1991 compared to a six month period in 1990.

Depreciation expense increased to $2.8 million for 1991 .
[]'rom $2.5 million for 1990, an increase of $.3 million or

0.1%.

Other expenses were $13.7 million for 1991 as compared
with $11.9 million for 1990, an increase of $1.8 million or
14.8%. As a percentage of total revenue, other expenses
decreased 10 14.6% from 16.3%.

Amortization of intangibles decreased to $.9 million in
1991 from $1.3 million in 1990, a decrease of $.4 million or
29.4%:.

Net interest expense decreased by $14,000 for 1991 as
compared to 1990, This decrease was the result of the general
decline in borrowing rates.
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iIndependent Auditors” Report

The Board of Directors
American Medical Response, Inc.:

N

We have audited the accompanying consolidated balance sheets of American Medical Response, Inc. and subsidiaries (the
“Company.) as of December 31, 1992 and 1991, and the related consolidated statements of carhings. stockholders’ equity, and .
cash flows for each of the years in the three-ycar period ended December 31, 1992. These consolidated financial statements are
the responsibility of the Company’s management. Our responsibility is to exprcss an opinion on these consolxdated financial state-
ments based on our audits.

We conducied our audits in accordance with generally accepted auditing standards Those standards requxre that we pl:m
and perform the audit to obtain seasonable assurance about whether the financial statements ape free of material misstatement.
An audit includes examining on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by management, as well as cvaluatmg
the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the ﬁnancml
position of American Medical Response, Inc. and subsidiaries as of December 31, 1992 and 1991, and the results of their opera- -
tions and their cash flows for each of the years in the three-year period ended Deccmber 31, 1992, in conformity with generally

accepted accounting principles.
W 6" P \MW \J"

Boston, Massachusetts
February 25, 1993
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‘Consolidated Balance Shests

American Medical Response, Inc.

(in thowsando, excepl sbare amounts)

Assets
Current assets:
Cash and cash eQUIVAIENES eeeureee e e e
ShoOTt 1O INMVESLIMENTS .o ceriemiererrereeseresseasessssasessessesmesassent seessestsnte sessemeentssostenstanensentsomossssessenssassasassrnes
Accounts receivable, less aliowance for uncompensated care of
$10,779 and $10,150 at December 31, 1592 and 1991, respectively....oiiniinnicrcnrsnesennacnee
Advances to stockholders and affiliated parties ....ccoeeeririnneinnrcneeiinnns
Inventories
Prepaid expenses and other receivables ..o
Deferred income taxes..........
Total current assets ...ccccuneeee...

. Property and €QUIPIMENE, ML e....e.uvueeeceuesrsiscreessssss s st e bbb b s s

Noncurrent assets:
Cost in excess of net assets acquired, NEt.......coocieiericierirrniinieeete s
Covenants not to compete, nét ._...........

Other

TOLAl NONMCUITENT ASSELS oerreenriieieieeeenieeeceteertrereeieaereteeutasesotecessaesatbe e s eesbs aaaeasse e abasearassnnsnsansranses

TOtAl BSOS v meneeeeeeecetceeeeeeatesaeeneeetesees e s ssessantas e raensaate e e eanseestevenatesaee  eebebeneesne aa sseene st s eanae s aananas

Liabllitiens and Stockholders' Equity
Current liabilities:

ACCOUNES PAVABE c.ceoeieeea e s
Accrued compensation, benefits and taxes . ..o..ooviirii s
Accrued eXpenses. ... eiereniiniieens s

Income .2xes Payable ..o

Deferred LNCOIME LAXES ceveeereveeeeeeeeeieseesssetesesetasasneseses sesesesessessasssessbetossstteans st eteresebesaaesescaserssunessssnres
Current maturities 0f debl .o i ittt et e e et aracenesrnens
Total CUTENT TabIlIIES .oooveeeiiie ettt e e e et oo te bt s be e e s ne s s e e saanaca srmrrain
Noncurrent liabilities:
LONE-EFIN dEDE cerrroimrierieeeiitireeas e a8
DI ErTEA INCOME LAXES «.vrerreveeceiacrevscensaseasesssesssisbstsss st se s sab s s sere s sh bbb e b o mbes s eesebedenanssanns
Other habibities.....cccconeciice
Total noncurrent hiabilities
Total liabilities ...cccceceeneneie.

Stockholders’ equity:

Preferred stock, §.01 par value, 500,003 shares authorized. none issued o
Common stock, $.01 par value, 25,000,000 shares authorized.
311992 s

10.292.369 shares issued and outstanding at Decer’ -
Common stock. predecessor companies
Additional paid-in capital ...
Retained earnings......cococoenvieiicmicnns
Notes receivable from stockholders. ...

Total stockholders” eqUity ... e
Commitments and contingencies

Tozal liabilities and stockholders’ equity oo

See accompanying notes to conaoltdated financial statement...
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December 51,
1992 1991
$14,134 ~ $ 2,530
260 925
21,342 18,982
—_ 973
827 718
1,805 1.658
4280 —
42,648 25786
10026 8814
11,153 399
735
1,987
13875
$66,549
$ 3,258 $ 2.889
4,725 3,631
2,528 1,372
2,104 2,420
— 1,457
4420 4717
17,036 16,486
8,372 7.179
4,240 911
L4623
13,756 8713
30,792 25199
103 —
— 90
21,267 266
14,387 11,353
- (50
35,757 11,659
$66,549 $36.858
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Conecildated Statemants S1 EATAIRGS

American Medical Response, Inc.

(int thousinde, except per sbare amounts)

Total FEVENUE c...eeeeecveee et et tecesnsssrasasne e e sesannns

Operating experses:
Salaries and benefits
Uncompensated care
Other...icceeeceeaas
DePreciation ...ttt s et s s

Total operating expenses. ettt st bt e et nsaerrssaeane

Earnings from operations

Nonoperating expenses:
Interest expense, net.........
Amortization of intangibles ........ ccoevrrrinnrnnene.

Total nonoperating expenses

Earnings before INCOME taXes .......covccimuiiminrincniiisesseeasissecrssessesesesscsessossssirsns
TNCOME LAXES oottt et b bbb sa st e

NEt CAMNINES oottt st rbe st e sassstress stssesressassene s ssersssnessrsssssssossns
Pro Forma Data (unaudited—see note 4)

Historical net earnings ................
Pro forma income taxes (benefit)

Pro fOorma Net CarnINGS .covueucrieevrcrmrrrec ettt e s
Pro forma nct earnings per common Share ......ccoceriiieiees vt

Weighted average common shares outstanding .cccooooeeciorceinsnnieicecvaas

See accompanying notes to consolidated financial statements.

Decernber 51,
1992 1991 . 1990
$106,433  $94,104  $73,148
53,364 45,614 36,012
24,397 22,262 16,413
15,217 13.717 11947
3066 2772 2518
96,044 84365  __668H0 .
10389 9739 6288
747 1,156 1,170
561 927 1,313
71,308 3083 2,483
9,081 - 7,656 3,775
4,089 3,201 1,556
$ 4,992 $ 4,455 $ 2,219
$ 4,992 $ 4,455  -$ 2,219
(678) 149 128
$ 5670 $ 4.306 $ 2,091
$ 0.67 $ 057 $ 028
8,447 7.576 7.576
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. Consoclldated Statements of Stockholders’ Equity

American Medical Response, Ine.

(in thoesrande )

Baiance st December 31, 1989

Note receivable from officer for
purchase of common stock
Distributions to stockholders
Net earnings
. at D Ber 31, 1990

Repayment of note receivable
Stock repurchase
Net earnings

' at D b 31, 1991

Repurchase and retirement of
common stock - Regional

Initial issuance of common stock

Repurchase and retirement of
common stock

Distribution to stockholders —
Professional

Issuance of stock

Distribution of cash portion of
purchase price for acquisition
of Predecessor Companies

Distribution of stock portion of
purchase price for acquisition
and elimination of Predzcessor
Companies’ stock

Repayment of notes receivable

Issuance of common stock

Stock options exercised

Tax benefit from exercise of
stock options

Issuance of stork in connection
with acquisivons

Net earnings ~

See accompanying notes to consolidated financial statements.

at D 37, 1992
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Shares Amount  Companies  Capital  Eamings  Receiable  Equity
- - $ 91 s 272 $ 5.854 $ - $ 6217
} - - - - (60) (60)
- - - - (475) - (475)
- - = e~ L2219~ 2219
z - 91 272 7,598 60) ~7,901
- - -~ - - 10 R ()]
- - Q)] ©) (700) - 707
- T T ,1114@5,‘,_- N .,.,,.7.,<.~..._-._-4_145.5._
- - 90 266 11,353 50 11,659
- ~ 4} (12) 1.803 - 1.81
2,730 27 - 48 ¢ -) ¢ 7?
(510 ) - ) - - (14)
- - - ~ (155) - 155
3,000 30 - 21,435 - - 21f465)
- - - (10,195) - - (10,195)
4,143 42 (89) 47 - - -
- Z - - - 51 51
300 3 - 2,369 - - 2,372
18 - - 127 - - 127
- - - 70 — - 70
611 6 - 7,121 - - 7,127
== == 4992 - 4992
10,292 $103 $ - $21,267 $14,387 $ = $35.757

:
!
¥



-

[ORSNEN

Consolldated Statements of Cash-Flows.

Amerwcan Medeal Reaporse. Ine.

(in thwwands)
December 31,
: 1992 1991 1990
" Cash flows from operating activities: T
E Net earnings $ 4,992 $ 4,455 $ 2219
; Adjustments to réconcile net eammgs to net cash .
. pro",ded by ()?Cranns ﬂfn\l“cs.
i tion 3,066 2,772 2,518
Amortization of mtangxble assets 561 927 1313
Deferred income taxes (2,365) 1,002 784
Changes in assets and liabilities. net of acquisitions: - :
LACCOUNES FECEIVABIE c....coceecei ettt e st ee e 124 (5,561) (1.522)
Other current assets...... Qan (503) 68
Other assets.................. (1.101) 418 (1.043)
! Accounts payable and accrued expenses. 265 891
3 . Accrued compensation, benefits and taxes...ooeccnciccnceneiseennns 1439 582
; Income taxes payable et e eaeas 705 @27)
. Other liabilities . ) (56 448
. Net cash provided by operating activities ........cccouveeeureieeeeccesinnrne s e 5763

Cash flows from investing activities:

Acquisition of Predecessor Companies.........cooccriincnicencnonrnrccnenns (10,195) - . -
Acquisitions, nct of cash acquired (1.785) -~ -
Purchase of short term investments............. - (930) 777
Proceeds from sale of short term investments. 665 634 73
Purchase of property and equipment, net........ (1,408) (3.385) (1.516)
Purchase of stock and covenant not to compete.. - (375) -
Repayment of advances to related parties ....... 332 = -
Net cash used for investing activities .... (12,391) {2,220)
Cash flows from financing activities:
Proceeds from issuance of common stock ... 23,911 - -
Repurchase and retirement of common stock . Gl - -
Proceeds from exercise of stock options... 127 - -
Proceeds from borrowings.... 316 2.906
Repayment uf borrowings .............. (5,149) (3.868)
Principal pay1aents on capital lease obligations .. (562) (127)
Net advances to stockholders ... 641 (300)
Distribution to stockholders... (155) -
Repayment of notes rccewable lor stock 51 10
Net cash provided by (used for) ﬁnancmg activities. 18,866 (1,379)
Increase in cash and cash equivalents..... 11,604 398
Cash and cash equivalents at beginning of year _ 2530 2202 1,622
Cash and cash equivalents at end of year. ..o, $14,134 $ 2530 s "9,902
Supplem~atal disclosure of cash tlow in!srmation:
Cash paid du-ing the vear for: .
Interest....... ...... $ 1.084 $ 1.338 $ 1.389
Income taxes ..ooeoiioiiieiiiiiienL S 7,026 S 1,240 $ 1.095
Supplemental schedule of non-cash transactiors:
ls!umce Df (ifb‘ and Cqu;pmenl ror repurchl‘c (7‘-

Predecessor Company: common Stock ......ovviiiiiiciiee e $ 1,516 $ 332 $ -
Issuance of debt for non-compete agreement . < 240 $ 340 LY -
Issuance of debt for equipment purchases..........ooo S 791 % 579 S 2,361
Propen_v acqu;red under cap;tal LA . e e . S 38 S 189 $ 471

-\Cqu;,;’t;ons:
ASSEES AOQUITEd ...t $17,037 s - S -
Liabilities assumed and issued. (6,710) - —
........................................................ (7.127) - -
3,200 - -
Less cash acquired (1,415) - -
Net cash paid for acquUISIHONS ... $ 1,785 3 - S -

See decompanying noles by concolidated financl stateniento.
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‘Notes to Consolidated Financial Statements

American Medical Rewponae, Inc.

December 51, 1992, 1991 and 195

(1) Summary of Significant Accounting Policies

Principles of Consolidation

The COnwlidate(’ ﬁmncia] statements includc ‘hc accounts
of American Medical Response, Inc. ("American” or the
“Company”) and its subsidiaries; American Medical Response

* West, formerly Vanguard Ambulance Services ("AMR

West"), Regional Ambulance, Inc. ("Regional”), New Haven
Ambulance Service, Inc. (‘New Haven”), Professional Ambu-
lance Service, Inc. ("Professional”), Mobile Medic Ambu-
lance Service, Inc. ("Mobile Medic") and Ambulance Service
Company (“Ambulance Service”). All intercompany balances
and transactions have been eliminated in consolidation.

Reclassifications
Certain amounts for the prinr periods have been reclassi-
fied to conform with the current period presentation.

Caoh and Cash Equivalents

For purposes of the statement of cash flows, the Company
considers all highly liquid instruments with an original matu-
nity of three months or less to be cash equivalents.

Short Term Investments
Short * :rm investments consist primarily of marketable
equity securities which are stated at lower of cost or market.

Accounts Receivable and Net Revenue

Accounts receivable and net revenue are reported at the
estimated net billable amounts due from patients, third-party
payor: and cthers for services rendered, net of contractual
adjustments, which represent the difference berween gross
billable charges and the poruoa of those charges allowable by

third-party payors.

Uncompensated Care

Uncompensated care results when ambulance service is
provided to patients for which the Company receives no reim-
bursement. The Company expects payment tor its charges
eac}'l t;me meulallce !rw\spo‘fat;on iS pro\'ided.

Inventories
Inventorics consist primarily of medica! supplies and are
stated at the lower of cost (first-in, first-out) or market.

Property and Equipment

Froperty and equipment are stated at cost. Property and
equipment under capital lcases are stated at the present value
of minimum lease payments at the inception of the lease.
Depru-iation and amortization are provided using the
straight-line method over the est imated useful lives of proper-
y and equipment. Propert\, and equipment held under capi-
tal leases and leaschold i improvements are amortized over the
shorter of the lease tern: or estimated useful life of the asse..
Amortization of assets subject to capital leases is included in
depreciation expense.

18

Coot in Exceas of Net Anvets Acquired

Cost in excess of net assets acquired is amortized straight-
line over the period of expected benefit, but not in excess of
twenty-five years. Accumulated amortization amounted to
$98,000 and $51,000 at December 31. 1992 and 1991. respec-
‘l\'elv

Covenants Not To Compete
Covenants not to compete are amortized using the straight-
line method over the term of the agreements.

Income Taxes

Income taxes are provided based upon provisions of State -
ment of Financial Accounting Stundards No. 109, “Account-
ing for Income Taxes”, which requires recognition of deferred
income taxes under the asset and biability method.

Under the asset and liability method, deferred income
taxes are recognized for the tax consequences of “temporary
differences” by applyving enacted statutory tax rates applicable
to future years to Jifferences between the financial statement
carrying amounts z nd the tax bases of existing assets and
liabilities. The effect on the deferred taxes of changes in the
tax rates is recogmized in income in the period that includes
the enactment date.

Earnings Per Share

Earnings pev share are computed based on the weighted
average number of shares outstanding plus common stock
equivalents related to stock options and warrants, if such
common stock equivalents cause dilution in earnings per
share in excess of 3%.

Earnings per share for all periods prior to the initial public
offering have been computed based on weighted average
shares outstanding of 7,576,089 whicl, consist of (i) 2,220,001
founders’ shares outstanding prior to the initial public offer-
ing. (i) 4,143,500 shares issucd in vonnection with the merger
described in note 2. Gii) 1,199,412 shares to reflect on a pro
forma basis the sale of a sufficient nuriber of shares to pro-
vide funds to pay the $10,195,000 cash portion of the pur-
chase price of the merger, and (iv) 13,176 shares considered
as outstanding as a result of the application of the treasury
stock method to certain outstanding options.

{(2) Reorganization and Acqulisitions

The Merger and Reorganization

In August, 1992, concurrent with the initial public offering
of the Company’'s common stock. the Company acquired by
merger four ambulance service providers. Regional, AMR
West, New Haven and Professional (the “Predecessor Com-
panies”). Puisuant to the terms of the merger agreements
with cack of the Predecessor Companics, the Company paid a
total of 10,195,000 in cash and 4,143,500 shares of common
stock for such Cumpunies as set Jorth l)clow.

Regional - The Company acquired by merger all of the out-
standing shares of “sgional for $2. 83C. ()OU in cash and

“
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American Medical Reaponae, T

1,991,859 shares of cemmon stock. The Company also
entered into a five-year non-competition agrcement and a
three-year employment contract with one of the stockhnlders
and appointed such stockholder to the Company’s board of
directors.

AMR West - The Company acquired by merger all of the
outstanding shares of AMR West for $3,800,000 in cash and
1,503,160 shares of common stock. An additional 100,000
shares of common stock will be paid in the event that

AMR West obtains a particular contract for emergency
ambulance services by March 1994. The Company also
entered into five-year non-competition agreements and three-
year employment agreements with two stockholders and

appointed one of the stockholders to the Company's board of

directors.

New Haven - The Company acquired by merger all of the
outstanding shares of New Haven for $2,940,000 in cash and
634,145 shares of common stock. The Company also entered
into five-year non-competition agreements with two stock-
holders, a three-year employment contract with one stock-
holder and appointed such stockholder to the Company's
board of directors.

Professional - The Company acquired by merger all of the
outstanding shares of Professional for $625,000 in cash and
214,336 shares of common stock. The Company also entered
into five-year non-competition agreements and three-year
employment contracts with the two stockholders of Profes-
sional.

The consolidated operations of American subsequent to
the transaction are substantially identical to the combined
operations of the individual Predecessor Companies prior to
the transaction. Additionally, as a result of the mergers, the
owners of the Predecessor Companies are significant stock-
holders of American. Accordingly. the aforementioned
mergers were accounted for as a combination of the Prede-
cessor Companies and American at historical cost. The
assets and liabilities are presented at their historical values
and stockholders’ equity has not been adjusted as a result of
the mergers.

Acgataitions

During 1997, the Company- also acquired two providers of
emergency and non-emergency pre-hospital care. On Novem-
ber 4, 1992, the Company acquired Mobile Medic Ambulance
Service, Inc., located in Gulifport. Mississippi and on Decem-
ber 23, 1992, the Company acquired Ambulance Service
Company., located in Denver, Colorado.

The total paid consisted of $3.2 million in cash. $1.780,000
in subordinated promissory notes and 611,268 shares of the
Company's common stock.

The acquisitions have been accounted for as purchases
and, accordingly, their results of operations have been includ-
ed in the consolidated financial statements from their date of
acquisition. The excess of the purchase price and expenses
associated with the acquisitions over the estimated fair value
of the net assets acquired has been recorded as goodwill.

The following unaudited pro forma results of operations
give effect to the acquisitions as if the transactions had
occurred at the beginning of 1991. Such pro forma financial
information reflects certain adjustments including amortiza-
tion of goodwill, income tax effects, and the increase in the
weighted average shares ourstanding. This pro forma infor-
mation does not necessarily reflect the results of operations
which would have occurred had the acquisitions taken place
at the beginning of 1991 and is not necessarily indicative of
results which may be obtained in the future (in thousands,
except per share amounts):

1992 1991

T Canandited)

Total revenue $124,731 $110,345
Earnings before income taxes 10,416 -7.767
Net earnings 5,571 4,335
Pro forma net earnings 6,167 4,206
Pro forma earnings per share 69 51

{3) Property and Equipmaeant

Property and Eyupment
Property and equipment consist of the following at Decem-
ber 31 (in thousands):

219
Vehicles $12,181 $10,110
Land. buildings

and leaschold improvements 1,254 1,204
Equipment 5,478 5.357
Furniture and fixtures 02,395 1811

21,308 18,482
Less accumulated depreciation 11,282 9,668
Net property and equipment $10,026 $8.814

Operating Leaves

The Company is obligated under a number of non-cance-
lable operating leases for premises and equipment expiring in
various years through the year 2000. Total reat expense
amounted 1o $2,351,000, $2.095,000 and $1,644,000 for the
vears ended December 31, 1992, 1991 and 1990, respectively.

19
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Minimum firture rentals under non-cancelable operating leases
(including leases with related parties discussed in Note 8) as ot
December 31 are as follows (in thousa:.ds):

Amoupt

1993 $2.119
1994 1.904
1995 1.631
1996 1,308
1997 972
Thereafter 1660
Toral minimum lease paymeais $9,594

(4) income Taxes

The components of the deferred tax asseis and liabilities as
of December 31 are as follows (in thousands):

1992 1051
Deferred tax assets:

Allowance for uncompensated care $4,409 51,588
Accrued expenses and other liabilities 2,112 -
Other .57 -
6h78 1w

Deferred tax liabilities:
Cash to accrual accounting - 3.045
Intangible asscts 107 =
Property and equipment 841 635
Change in arcounting inethod 5,552 82
Other .38 194
(6538) (3.956)
Net deferred tax asset (liability) S 40 $(2.368)

At December 31, the net deferred tax asset (liability) con-
sists of the following (in thousands):

1992 1991

Deferred tax asset (liability) — current $4,280 $(1,457)
Deferred tax asset (liability) - long term (4240)  (911)

Net deferred income tax asset (liability) § 40 $(2,368)

Included in the gross deferred tax assets and liabilities are
deferred tax (benefits) and deferred tax expense of $(438,000)
and $395,000 respectively, relating to allowances for uncom-
pensated care and a change in accounting method, recorded
as a result of the acquisitions of Mobile Medic and Ambulance
Service.

The provision for Federal and state income taxes for the
years ended Decembur 31 consists of the following (ir. thou-
sands):

1992 1991 1990 .

Current: ‘
Federal $5,267 $1,701 $ 573
State L187 498 199
BT B ]

Deferred: )

Federal (1,811) 734 611

State G 268 173 .
@365 Toon 784
Total $ 4,089 $3.201 $1,556

For the year ended December 31, 1992, income tax benefits
of $70,000 were allocated to additional paid-in capital for tax
benefits associated with the exercise of non-qualified stock
options. D

The following table reconciles the Federal statutory income
tax rate and the Company’s effective income tax rate for the
years ended December 31: ;

1992 19911990
Provision for income taxes
at Federal statutory rate 34.0% 34.0% 34.0%
State taxes, net of Federal benefit 5.9 - 7.0 6.7
Amortization of goodwill 2 1.3 - 3.2 :
Subchapter S earnings 7) 2.n (3.4) s
Change in tax status 8.6 - -
Other, net (30 r6 .7
45.0 % 41.8% 41.2%

Change in Tax Accounting 312thod

In connection with the mergers discussed in note 2 to the
consolidated financial statements, certain operating entities
changed from the cash to the accrual method of accounting .
for tax purpos s. The vesulting difference in taxable income ¢
is being recogn. .  .or tax purposes over a four-year period
beginning with tne current year. i

Change in Ta.c Statuws :
Prior to the merger with the Company, one of the Predeces-

sor Companies was taxed as an S corporation. As an S corpo-

ration, income taxes were not required to be provided in this {

subsidiary’s financial statements. In August 1992, concurrent +

with the merger, this S corporation status termipated and the i

method of accounting for tax purposes changed from the cash

to the accrual method. Deferred income tax expeuse for the

yvear ended December 31, 1992, includes $780,000 attributable

to this termination of S corporation status. Pro forma income

tax expense for the years ended December 31, 1992, 1991 and

1990, are tax amounts which would have been recorded had

this subsidiary been a C corporation during those years.
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American Medwal Respenae, Inc.

(5) Debt

Long-term debt and capital lease obhg.mons consist of the

following at December 31 (in thousands

1992
Demand notes payable,
unsecured, interest rates ranging
from 6.75% to 7.5% $ 228

Demand notes payable,
secured, bearing interest at 10% -

Demand notes payable to principal
stockholder, bearing interest
at prime plus 2% -

Notes payable, secured. interest

rates ranging from 6% to 16.5%,

payable in installments,

maturing through 1998 5,954

Notes payable to former owners
and individuals, interest rates
ranging from 6% to 9%, payvable
in installments, maturing

through 2007 3,382

Subordinated notes payable
to stockholders and former
owners, bearing interest at 7%

and 7.5%, maturing through 1996 1,780

Capital lease obligations 1,449
12,793

Less current maturities 4,421

Long-term debt. excluding
current maturities $8,372

N

1991

$ 273

236

7.500

2,436

1,357
" 11.896
4717

$7.179

Annual maturities of long-term debt and future minimum
lease payments under capital leases as of December 31, 1992

are as follows (in thousands):

Long-term

___Vdel)l
1993 - $ 3.685
1994 3.641
1995 1,888
1996 643
1997 220
Thereafter 1,267
Total payments $11.344

Less: amounts representing interest
Total obligations urder capital leases

Capital

leases

$ 880
616
299
107

18
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(6) Caplital Stock and Additional Pald-in Caplital

Preferred Stock

The Compuny is authorized to issue up to 500,000 sharzs
of preferred stock, $.01 par value, of which no shares are
issued or outstanding. The Company’s board of directors'is .
authorized to provide for the issnance of the preferred stock -
in series, to establish the number of shares to be included in ~
each such series, and the qua]iﬁcations. limitations or restric-
tions thereof. This includes any voting rights, preemptive
rights, conversion privileges and liquidation rights whlch
shall be superior to the common stock.

Common Stock

The Company is authorized to issue 25,000,000 shares of
common stock, $.01 par value, of which 10,292,369 shares
were issued and outstanding at December 31, 1992.

The Company has an effective Shelf Registration State-
ment on file with the Securities and Exchange Commission
covcnng 2,000,000 shares of common stock, of which :

1,388,732 shares remain available at December 31, 1992 for
issuance in connection with the acquisition of other business- !
es by the Company. :

In August, 1992, the Company completed an initial public
offering of common stock and issued 3,000,000 shares of such
stock at a price of $8.50 per share. The proceeds, net of
underwriting discounts and expenses of the offering, were :
approximately $21,465,000. Concurrent with the completion ;
of the public offering, the Company paid $10.195,000 to the E
stockholders of Regional, AMR West, New Haven, and Pro- i
fessional and issued an aggregate: 4,143,500 shares of common p
stock in connection with the acquisition by merger of those :
companies by American. On September 3, 1992, the Compa-
ny sold an additional 300,000 shares of common stock pur- :
suant to an overallotment option granted to the underwriters -
in connection with the initial public offering. The proceeds
from this overallotment, net of underwriting discounts, were
$2,371,500.

In connection with the initial public offering, the Company
issued warrants to the underwriters to purchase an additional
300.000 shares of the Company's common stock at an exercise
price of $10.20 per share for 150,000 shares and $12.00 per
share for 150,000 shares. Such warrants expire on August 5,
1997.

During the period February 21, 1992 to May 22, 1992, the
Company issued 2,730,001 shares of common stock to its
founders at a price of $.0273 per share. On July 17, 1992,
the Company repurchased and retired 510,000 shares of
founders common stock at the original purchase price of

$.0273 per sharz for a total of $13,923.

~
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The Company was incorporated on February 21, 1992.
On June 8, 1992, the Company was reorganized as a
Delaware corporation. Pursuant to the reorganization. each
of the outstanding shares of the Massachusetts corporation
was coanverted into 2,928.71 shares of common stock, result-
ing in 2,730,001 shares outstanding on that date. All fu.ancial
information and share and per share information with respect
to the Company’s stock have been restated to reflect the
shares issued in the reorganization.

Cemmon Stock - Predecevor Companics

AW of the outstanding shares of common stock of the Pre-
decessor Companies were acquired by American in connec-
tion with the merger and reorganization.

In Janua.y 1992, prior to the merger of Regional with
American, Regional repurchased 1,600 shares of its common
stock from two former employees for a total of $1,816,000. In
addition, Regional entered into five year non-competition
agreements with the former employees for $240,000.

During 1991, Regional repurchased 800 shares of its stock
from former shareholders. A charge to retained earnings of
$700,000 was recorded as a result of this transaction.

(7) Commitments and Contingencies

Third-Party Rate Adjustments and Revenue

A significant portion of the Company's net revenue is
derived under Federal and state third-party reimbursement
programs. These revenues are based, in part, on cost reim-
bursement principles and are subject to audit and retroactive
adjustment by the respective third-party fiscal intermediaries.
In the opinion of management, retroactive adjustments, if any,
would not be matenal to the financial position or results of
operations of the Company.

Legal Proceedings

The Company is party to various legal actions arising in
the ordinary course of business. In management’s opinion,
the ultimate disposition of these matters will not have a mater-
ial adverse efTect on the Company’s financial position.

Letters of Credit
The Company has outstanding letters of credit of $784,000
to secure payments of certain insurance policies. Such letters

of credit expire in February 1993.

(8) Relsted Party Transactions

Indemanification Agreement.s

In connection with the merger and reorganization
discussed ir note 2. certain related parties have agreed 1o
indemnify the Company up to a maximum of $1.750.000 for
losses the Company mayv incur il one of its former insurers is
unable to retund unearncd premiums and pay pending claims.

leanng Transactions

The Company leases various facilities from related parties.
The leases on these properties éxpire at various times through
the year 2000. Total rent expense paid to related parties
amounted to $990,000, $1,020,000 and $661,000 for the years
ended December 31, 1992, 1991 and 1990, respectively.

Loans and Canb Advances

Loans and advances outstanding to related parties amount-
ed to $0 and $973,000 at December 31, 1992 and 1991,
respectively.

Notes payable to related parties amounted to $0 and
$94.000 at December 31, 1992 and 1991, respectively.

Gueranty B

The Company has guaranteed a $2,500,000 loan owed by a
related party to a bank. This loan is secured by one of the
Company’s operaring facilities that it leases from a related
party, bears interest at prime plus 1% and is'callable by the
bank on or after May 1994. The related party has agreed to
indemnify the Company in the event the Company is required
to pay any amounts under the guaranty.

Contractual Agreements

The Company purchases vehicles and repair parts from a
refated party. Vehicles purchased from related parties
amounted to $143,000, $306,000 and $153,000 for the yc.rs
ended December 31, 1992, 1991 and 1990, respectively.
Repair parts purchased from related parties and included in
expense amounted to $168,000, $159,000 and $175,000,
respectively. Accounts payable included $20,000 and $82,000
at December 31, 1992 and 1991, respectively, due to these

related parties.

(9) Stock Option Plans

1992 Equity Incentive Plan

The Company's 1992 Equity incentive Plan (the “Equity
Incentive Plan”) was adopted on June 8, 1992 and provides
for the grant of a variety of stock and stock-based awards and
related benefits. The Equity Incentive Plan permits the
granting of options that qualify as incentive stock options and
non-qualified options. The option exercise price of each
option shall be determined by the Board of Directors, but in
the case of is.centive stock options shall not be less than 100%
of the fair market value of the shares on the date of gran:
(110% in the case of incentive stock options granted to an
individual with stockholdings in excess of certain limits).

Subject to adjustment for stock splits and similar events,
the total number of shares of Common Stock that can be
issued under the Equity Incentive Plan is 800,000 shares.

»
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1992 Stack Option Plar for Non-Employee Directors

The Company’s 1992 Stock Option Plan for Non-Employ-
ee Directors (the “Director Option Plan”) was adopted on
June 8, 1992. Pursuant to the Director Option Plan, begin-
ning on the date of the first annual mecting of stockholders
afier the date of the initial public offering, each director who
is not an employee of the Company or onc of its subsidiaries
and neither is a holder of five percent or more of the Compa-
ny’s Common Stock nor was a stockholder of the Company

prior to completion of the initial public offering will receive, - -

on the date of his or her first election as director, an option to
purchase 7,500 shares of Common Stock. Thereafter, each
director will be granted. at each annual meeting at which such
director is clected or reelected, so long as he or she remains
an eligible director, an option to acquire an additional 7,500
shares of Common Stock.

The exercise price of suchoptions will be the fair market
value of the Common Stock on the date of grant. Each option
will be non-transferable except upon death, will expire 10
years after the date of grant and will become exercisable on
the first anniversary of the date of grant.

Stock Option Activity
A summary of stock option activity for the year ended
December 31 follows:

Number Option Frice
of Options Range
Outstanding
at December 31, 1991 . - s -
Granted 303,100 5.00 - 12.375
Exercised (17.600) 5.00- 8.500
Cancelled o - =
Qutstanding
at December 31, 1992 285,500 $5.00 - 12.375
Exercisable
at December 31, 1992 60,875

{(10) Employese Beneftit Plans

1992 Emplayee Stock Purcbase Plan

The 1992 Employee Stock Purchase Plan (the "Employee
Stock Purchase Plan™) was adopted by the Board of Direc-
tors of the Company and approved by the stockholders on
June 8, 1992. The Employee Stock Purchase Plan is
designed to enable eligible employees to purchase shares of
Common Stock at a discount on a periodic basis through
payroll deductions. All employees with at least six months of
continuous service, other than employees owning 5% or more
of the combined voting power of all classes of stock of the
Company, are eligible to parnicipate. Purchases will occur at
the end of option periods, each of six months’ duration. The
first such option period began January 1, 1993, '

The purchase price of Common Stock under the Employ-
ee Stock Purchase Plan is 85% of the lesser of the value of

the Common Stock at the beginning of an option period and -
the value of the Common Stock at the end of the option peri-

od. Participants may elect under the Employee Stock Pur-
chase Plan, prior to each option period, to have from 2% to
10% of their pay withheld and applied to the purchase of
shares at the end of the option period. However, the
Employee Stock Purchase Plan imposes a maximum of
$10.000 on the amount that may be withheld from any par-
ticipant in any option period. .
Subject to adjustment for stock splits and similar events, a
total of 100,000 shares of Common Stock has been reserved
for issuance under the Employee Stock Purchase Plan. None

of these shares has been issued to date.

Retirement Plans

Two of the Company's subsidiaries have defined contribu-
tion 401(k) plans for the bencfit of their employees. Full-time
employees with one year of service and 1,000 hours are cligi-
ble to participate. The total plan expense for the years ended
December 31, 1992, 1991 and 1990 was $450,000, $242,000
and $339,000, respectively.

Four of the Company's subsidiaries have profit sharing
plans which cover substantially all of their employees. Con-
tributions into the trust funds of the plans are discretionary,
and the compan;cs have the ﬁgl’\t to amend, modiﬁ/ or termi-
nate the plans, but in no event will any portion of the contri-
butions paid revert to the conipanies. The total profit sharing
plan expense for the years ended December 31, 1992, 1991
and 1990 was $115,000, $109,000 and $33,000, respectively.
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(11) Quarterly Financisl Data (Unaudited)

The Company’s summary financial data for the years ended December 31, 1992 and 1991 by quarter is as follows
(in thousands except per share amounts):

Year ended December 31, 1992

4th Quarter  3rd Quanter  2nd Quarter  Ist Quarter
Total revenue $28.095 $26,834 $26.277 $25,227
Total operating expenses 25,640 24,097 23,331 22,976
Earnings from operations 2,455 2,737 2,946 2,251
Eamings before income taxes 2,201 2,455 2,555 1.870 -
Net earnings 1623 753 1,489 1,127 i
Pro forma net earnings 1.623 1,482 1.485 1.080
Pro forma earnings per common share 0.16 0.17 0.20 0.14
Weighted average common shares outstanding 9,888 8.770 7.576 7.576.

Year ended December 51, 1991
N_‘i_tbﬁQ_paﬂer 3rd Quanter  2nd Quarter  Ist Quarter

Total revenue $26,043 $24.705 $22,231 $21,125
Total operating expenses 23,010 22,011 20,142 19,202
Earnings from operations 3,033 2,694 2.089 1,923
Earnings before income taxes 2,530 2,174 1.565 1.587
Net earnings 1,488 1.259 926 782
Pro forma net earnings 1.415 1,232 908 751
Pro forma earnings per common share 0.19 0.16 0.12 0.10
Weighted average common shares cutstanding 7,576 7.576 7.576 7,576

(12) Subsequent Events

Acquisitivn

On Janvary 11. 1993, the Company acquired Buck Medical Services, Inc. located in Portland, Oregon. The purchase price
consisted of $5,500.000 in cash and 125,085 shares of the Company’s common stock. The acquisition has been accounted for as a
purchase, and the excess of the purchase price and expenses associated with the acquisition over the estimated fair value of the
net assets has been recorded as goodwill.

The following unaudited pro forma summary give -ffect to the ucquisition as il it had occurred on December 31, 1992 with
respect to the pro forma balance sheet and as if the -action (along with the acquisition of Mobile Medic and Ambulance Ser-
vice) had occurred at the beginning of 1991. Such pro forma financial informatian reflects certain adjustments including amorti-
zation of goodwill, income tax effects, and the increase in the weighted average shares outstanding. This pro forma information
does not necessarily reflect the results of opcrations which would have occurred had the acquisition taken place at the beginning
of 1991 and *- not necessanily indicative of results which may be obtained in the future (in thousands. except per share amounts):

Balance Sheer: 1992
\unradited)

Total assets $72,655
Total habilities : 34,759
Total stockholders’ equity 37916

Total liabilities and stockholders’ equity $72,655
Statements of Earnings: 1992 1991

(unaudite))

Total revenue $145,070 $124,282
Earnings before income taxes 10,588 8,035
Net earnings 5,860 4,568
Pro forma net earnings 6,402 4,268
Pro forma earnings per share .70 Al

Credit Faciity
In February 1993, the Company received a commitment from a group of banks for a $30 million revolving credit facility 10
refinance existing indebtedness. for acquisitions and working capital purposes.
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Boston, MA 02110. ' ‘

Market for the Registrant's Common Equity -
and Related Stockhoider Matters: .

The Company’s Common Stock has

been traded on the New York Stock -
Exchange since August 5, 1992 under the
symbol “EMT”. Prior to August 5, 1992, the
date of the Company’s initial public offering,
no established public trading market existed
for the Company’s Common Stock. The fol-
lowing table sets forth the high and low sales
prices for the Common Stock for the fiscal
quarters, or portions thereof, specified:

High Low
August 5, 1992 through
September 30, 1992 1tz 812
Quarter ended
December 31, 1992 19 58 9314

On April 2, 1993, the last sale price
of the Common Stock on the New York

Stock Exchange was $16 34. As of March
19, 1993 there were 366 holders of record
of Common Stock.

The Company has not paid any cash’
dividends on the Common Stock in the past
and does not plan to pay any cash dividends
on the Common Stock in the foresecable
future. The Company's Board of Directors
intends, for the {oresecable future, to retain
earnings to finance the expansion of the
Company's business, but expects to review
its dividend policy regularly. In the foresce-
able future, the Company expects to obtain a
credit facility that will restrict the
Company’s ability to pay dividends.
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ssion. These securities may
of an offer to buy nor shall

g

prospectus shall not constitute an offer to sell or the solicitation

tration statement relating to these securities has been filed with the Securities and Exchange Commi
there be any sale of these securities in any State in which such offer, solicitation or sale would be unlawful prior to registration or qualification under the securities laws of any such State.

not be sold nor may offers to buy be accepted prior to the time the registration statement becomes effective. This

Information contained herein is subject to completion or amendment. A regis

Subject to Completion, dated August 31, 1993
PROSPECTUS

2,750,000 Shares

- AMERICAN MEDICAL RESPONSE INC.

Common Stock

Of the 2,750,000 shares of Common Stock offered hereby, 2,000,000 shares are being sold by American Medical
Response, Inc. (the “Company™) and 750,000 shares are being sold by certain selling stockholders (the “Selling
Stockholders™). The Company will not receive any proceeds from the sale of the shares being sold by the Selling Stockholders.
See “Principal and Selling Stockholders™.

Of the 2,750,000 shares offered hereby, 2,200,000 shares are being offered initially in the United States by the U.S.
Underwriters and 550,000 shares are being offered initially outside the United States by the International Managers (subject
to transfers between the U.S. Underwriters and the International Managers). Such offerings are referred to collectively as the
*Offerings”. The offering price and underwriting discounts and commissions per share are identical for both Offerings. See
*Underwriting™.

The Company's Common Stock is traded on the New York Stock Exchange (the “NYSE™) under the symbol “EMT™.

The closing price of the Company's Common Stock on the NYSE on August 27, 1993 was $20% per share. See *'Price Range
of Common Stock™.

For information containing certain factors relating to the Offerings, see “Investment Considerations”.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES
AND EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION
NOR HAS THE SECURITIES AND EXCHANGE COMMISSION OR ANY STATE
SECURITIES COMMISSION PASSED UPON THE ACCURACY OR
ADEQUACY OF THIS PROSPECTUS. ANY REPRESENTATION
TO THE CONTRARY IS A CRIMINAL OFFENSE.

Underwniting Proceeds to
Price to Discounts and Proceeds to Selling
Public C ions (1) | Company (2)(3) Stockholders (3)
PerShare . ...t $ S $ $
Total (4) -+ - v oo e e $ $ $ $

(1) The Company and the Selling Stockholders have agreed to indemnify the U.S. Underwriters and the International
Managers against certain liabilities, including liabilities under the Securities Act of 1933. See “*Underwriting™.

(2) Before deducting estimated expenses of the Offerings of $550,000 payable by the Companv.

(3) The Company will receive $1,998,000 upon exercise of warrants Ec]d by a Selling Stockholder concurrent with the
consummation of the Offerings. “*Proceeds to Selling Stockholders™ has not been adjusted to reflect payment of such
amount.

(4) Certain Selling Stockholders have granted the U.S. Underwriters and the International Managers a 30-day option to
purchase up to 412,500 additional shares of Common Stock solely to cover overallotments, if any. If such options are
exercised in full, the total “Price to Public”, “*Underwriting Discounts and Commissions™ and “Proceeds to Selling
Stockholders” will be $ . % and $ , respectively. See “"Underwriting™.

The shares of Common Stock offered by this Prospectus are offered by the U.S. Underwriters subject to prior sale, to
withdrawal, cancellation or modification of the offer withcut notice, to delivery to and acceptance by the U.S. Underwriters
and to certain further conditions. It is expected that delivery of the shares of Common Stock will be made at the ofhices of
Lehman Brothers Inc., New York, New York on or about , 1993,

LEHMAN BROTHERS
KIDDER, PEABODY & Co.

INCORPORATED

ADVEST, INC.
. 1993



American Medical Response. Inc.’s Fremont. California dispatch center utilizes modern

technologies and a Global Positioning Satellite system to assist in ambulence deployment.

The above map area overviews show the location of bhoth emervency calls and ambulances.



The administration of high quality care,
using adcanced life support equipment, is

vital long before hospital arrital.

Providing Emergency Medical

Services to Our Communities...

When Every Second Counts.
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IN CONNECTION WITH THESE OFFERINGS, THE U.S. UNDERWRITERS AND THE IN-
TERNATIONAL MANAGERS MAY OVER-ALLOT OR EFFECT TRANSACTIONS WHICH STABI-
LIZE OR MAINTAIN THE MARKET PRICE OF THE COMMON STOCK OF THE COMPANY AT A
LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH
TRANSACTIONS MAY BE EFFECTED ON THE NEW YORK STOCK EXCHANGE, IN THE OVER-
THE-COUNTER MARKET OR OTHERWISE. SUCH STABILIZING, IF COMMENCED, MAY BE
DISCONTINUED AT ANY TIME.

OFFERS AND SALES OF THE COMMON STOCK IN THE UNITED KINGDOM, AND
ADVERTISEMENTS THEREIN IN CONNECTION THEREWITH, ARE SUBJECT TO CERTAIN
RESTRICTIONS. SEE “UNDERWRITING™.

AVAILABLE INFORMATION

The Company is subject to the informational requirements of the Securitics Exchange Act of 1934, as
amendced (the "Exchange Act™). and in accordan.s therewith files reports and other information with the
Securitics and Exchange Commission (the *Commission™). Reports. proxy statements and other information
filed by the Company may be inspected and copied at the public reference facilities maintained by the
Commission at 450 Fifth Street. N.W.. Room 1024, Washington. D.C. 20549 and at the Commission’s
Regional offices at 7 World Trade Center, 13th Floor, New York, New York 10648 and Northwestern Atrium
Center, S00 West Madison Street. Suite 1400. Chicago. linois 60661. Copies of such materials may be
obtained at prescribed rates upon request from the Public Reference Section of the Commission at 450 Fifth
Street. N.W., Washington. D.C. 20449. The Company’s Common Stock is listed on the New York Stock
Exchange and reports, proxy statements and other information concerning the Company may be inspected and
copicd at the offices of the New York Stock Exchange, 20 Broad Street. New York, New York 10005.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The following documents previously filed by the Company with the Commission pursuant to the
Exchange Act are hereby incorrorated by reference:

(1) The Company’s Annual Report on Form 10-K for the year ended December 31, 1992. including the
portions of the Company's Proxy Statement dated March 11, 1993 relating to its 1993 Annual
Meeting of Sharcholders, as amended by the amendment 1o the Form 10-K on Form 10-K/A dated
June 11, 1993.

(2) The Company’s Quarterly Reports on Form 10-Q for the guarters ended March 31 and June 30,
1993.

(3) The Company’'s Current Reports on Form 8-K dated November 18, 1992, January 6, 1993, January
25. 1993, as amended by the Company's Current Report on Form 8 dated February 2, 1993, and
June 29, 1993.

(4) The description of the Common Stock in the Company’s Registration Statement on Form 8-A (No.
1-11196), as amended.

All reports and other documents filed by the Company pursuant to Section 13(a). 13(¢c). 14 or 15(d) of
the Exchange Act after the date of this Prospectus and prior to the termination of these Offerings shall be
incorporated by reference into this Prospectus and shall be deemed to be a part of this Prospectus from the
date of filing of such repoits and documents. Any statement contained herein or in a document incorporated
by reference shall be deemed to be modified or superseded for purposes of this Prospectus to the extent that a
statement contained in this Prospectus or in any other subsequently filed document which also is or is deemed
to be incorporated by reference herein modifies or supersedes such statement. Any such statement so modified
or superseded shall not be deemed. ¢xcept as so modified or superseded. to constitute a part of this Prospectus.

The Company will provide. upon request. without charge to cach person 1o whom a copy of this
Prospectus has been dedivered. a copy of any or all of the documents which have been or may be incorporated
in this Prospectus by reference. other than certain exbibits to such documents. Requests for such copies should
be directed 10: American Medical Response. Inc.. 67 Battervmarch Street, Bosron. Massachusetts 02110
(telephone: (617) :61-1600).



PROSPECTUS SUMMARY

The following summary is qualified in its entirety by the information and fi.: .ucial statements and notes
thereto appearing elsewhere in this Prospecius or incorporated by reference herein. Except as otherwise
indicated, all information in this Prospectus assumes no exercise of the over-allotment options granted to the
U.S. Underwriters and the International Managers. Unless otherwise indicated. all references 1o the “Com-
pany” herein include American Medical Response, Inc. and its subsidiaries.

For information concerning certain factors relating to the Offerings, sce “Investment Considerations”.

The Company

American Medical Response, Inc. (the “Company™) is the leading provider of emergency and non-
emergency ambulance services in the United States. The Company currently provides ambulance services in
Northern California (Alameda, Contra Costa, Santa Clara and Santa Cruz Counties), South Central
Connecticut (the greater New Haven and Bridgeport arca), Northern Delaware and Southern New Jersey,
Southern and Central Mississippi, Portland, Orecgon and surrounding arcas, Central Colorado and Dade
County, Florida.

The Company provides emergency pre-hospital medical care and ambulance services to patients in
response to “911” emergency medical calls. Additionally, the Company provides non-emergency ambulance
services to patients during transfer to and from health care facilitics and rusidences and nonmedical transport
services to the handicapped and the clderly. The Company completed approximately 390,000 and 294,000
transports in response to calls for its services during 1992 and the first six months of 1993, respectively.

The Company believes that expenditures for ambulance services in the United States were at least
$4 billion during 1992 and have grown at approximately 10% per year over the last decade. The growth in
expenditures for ambulance services has resulted from an increase in both the number of ambulance transports
and in average expenditures per transport. Demand for ambulance scrvices has increased due to both the
growth and aging of the U.S. population as well as the trend toward greater use of outpatient carc facilities in
response to current cfforts to contain health care costs.

The Company acquired by merger four ambulance service providers concurrent with its initial public
offering in August 1992 and since that time has acquired seven additional ambulance service providers, The
Company’s objective is to continue 1o be the leading provider of emergency and non-emergency ambulance
services in the United States. The Company’s growth strategy is focused on acyuiring new businesses,
expanding existing uperations, improving the quality and efficiency of operations and promoting and
capitalizing on the expertise of the operating exccutives of its providers.

American Medical Response, Inc. was organized as a Massachusetts corporation in February 1992 and

was reincorporatea in Delaware in June 1992. The Company's executive offices are located at 67 Battery-
march Strect. Boston, Massachusetts 02110 and its tcl2phone number is (617) 261-1600.

The Offering
Common Stock to be offered:
By the Company................. ... ... ... ... ... ... 2,000,000 shares
By Selling Stockholders .. ... ... Lo 750,000 shares
Total. ... .. 2,750,000 sharcs
Common Stock to be outstanding after the Ofterings .. ... ... .. 13,388,720 shares (1)
Useof proceeds. . ... ... o For general corporate purposcs,

including acquisitions and the
repayment of borrowings under the
Company’s revolving line of credit

NYSE symbol .. .00 o .. EMT

(1) Based on the number of shares outstanding on August 9. 1995 und includes 1RQ.000 shares being offered bereby that are issuable
upor excrcise of warrants held by a Seliing Stockholder. Dues not include 4283350 shares resenved for Sssuance upon exercise of
outstanding options granted under emplovees” and directors” stock plans, 120,000 shiges teserved for assuance upon exercise of
outstanding warrants and 100.000 shares contingenth isuable in connection with the acquisition of cne of the Company’s
subsidiarnies

[¥¥]
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Summary Financial Data (1)

(in thousands, except per share amounts)

Six Months

Fnded June 30, Year Ended December 31,
[ T S T w1 w e om

Earnings Data:
Total revenue . .............. $86,190 $58,343 S$121,192 $108,018 $84.870 $65,606 $48,409
Eamings from operations . .... 7.683 4,599 10.273 9,501 5,546 4,547 2,559
Earnings before income taxes 7.250 4,067 9,489 8,285 4,280 3,408 1,907
Net carpings. . .............. 4,103 2,402 5,239 4,843 2,528 2,050 1,173
Pro forma net eamings (2) ... 4,103 2,351 5917 1,693 2,400 1,903 1,065
Pro forma net earnings per

common share ............ $ 0383 $ 030 $ 067 S 059 $ 030 $ 024 S 013
Weighted average common .

shares ouistanding . ........ 10,916 7,968 8,838 7,968 7,968 7,968 7,968

June 30, 1993 December 31,
Actual As Adjusted (3) 1992

Balance Sheet Data:
Working capital. . ... ...... ... $24,550 $ 51,047 $27,09
Total aSSCIS « o v vvvtiiiie it et 90,392 116,889 70,848
Current maturities of long-term debt .. ........... ... .. 911 911 5,465
Long-termdebt..... ... ... ... ... ... .. ... ... ... 19,114 4,975 8,975
Stockholders’ equity . .......... ... ... .. ... .. 47,408 88,044 37,216

(1) For all periods presented, the summary financial data includes the combined results of the four ambulance service providers acquired
by the Company in August 1992 concurrent with its initial public offering and the results of Randle Eastern Ambulance Service, Inc.
which was acquired in June 1992 and accounted for as a pooling-of-interests. The financial data for the companics acquired by the
Cempany from November 1992 through Junc 1993 and accounted for as purchasss arc included from their respective dates of
acquisition. The summary financial data should be read in conjunction with the accompanying Consolidated Financial Statements,
and the related notes thereto, the Pro Forma Financial Statements, and the related notes thereto, and *Management’s biscussion and
Analysis of Firancial Condition and Results of Operations™.

(2) Certain adjustments have been made to net carnings to reflect income taxes that would have been payable by one of the Company’s

subsidiarics that was an S corporation for fedcral income tax purposes during the periods presented through August 1992. See Note 4
10 the Consolidated Financial Statements.

(3

~

Adjusted to reflect the sale by the Company of 2,000.000 shares of Common Stock in the Offerings at an assumed offering price of

$20.625 per share. after deduction of underwriting discounts and estimated offering cxpenses payable by the Company, the receipt by
the Company of $1,998.000 upon cxcrcisz of warrants held by a Sclling Stockholder coricurrent with the consummation of the
Offerings and application of the net proceeds to the Company from the Offerings to reduce the Company’s outstanding borrowings

under its revelving line of credit.




INVESTMENT CONSINDERATIONS

The following factors should be considered. together with the other information contained in this
Prospectus, in evaluating an investment in the Company.

Growth Strategy — Acquisition of Ambulance Service Providers. The Company's growth strategy
depends in large measure on its ability to acquire additional ambulance service providers. Competition for the
acquisition of ambulance service providers is increasing as the ambulance service industry undergoes
consolidation. Although the Company has acquired seven additional ambulance scrvice providers since it
acquired four providers in August 1992, there can be no assurance that suitable additional acquisitions can be
identified, consummated or successfully integrated into the Company’s operations. The Company has used a
combination of cash and securities as consideration for acquisitions. In the event that the Common Stock does
not maintain a sufficiznt valuation or if potential acquisition candidates arc unwilling to accept the Company's
securities as consideration, the Company will be required to use more cash resources to continuc its acquisition
program. In additicn, if sufficient tinancing is not available as needed on terms acceptable to the Company, the
Company’s acquisition program could be adversely affected. Sec “Management’s Discussion and Analysis of
Financial Condition and Results of Operations — Liquidity and Capital Resources™ and *Business —
Company Strategy” and *“— Competition”.

Limited Combined Operating History. The Company was founded in February 1992 to acquire
ambulance service providers and conducted no operations until August 1992 when it acquired four providers.
Since August 1992, the Company has acquired seven additional providers. Although providers acquired by the
Coinpany have substantial operating experience as separate companics, the Company has only operated as a
combined entity for approximately one year. In addition, members of the Company’s management group who
were not members of management of the providers acquired had no prior experience in the ambulance service
industry. There can be no assurance that the Company's management will be successful in integrating the
combined operations of providers acquired or in implementing the Company’s business strategy. See
*‘Business — Overview™ and *“Management”.

Possible Adverse Changes in Reimbursement Rates or Coverage. A substaniial majority of the
Company's revenues are attributable to payments received from third-party payors, including Medicare,
Medicaid and private insurers. The revenues, cash flows and profitability of the Company, like those of other
companies in the health care industry, arc affected by the continuing cfforts of third-party payors to control
expenditures for health care. In uddition, reimbursement can be influenced by the financial instability of
private third-party payors and by budget pressures and cost shifting by governmental payors. A reduction in
coverage or reimbursement rates by third-party payors could have a material adverse effect on the Company's
results of operations. See “Business — Governmental Regulation™ and “*— Reimbursement”.

Health Cure Reform. The public and the federal government have recently focused significant attention
on reforming the health care system in the United States. In the last session of Corress, numerous legislative
proposals were introduced that would effect major reforms of the U.S. health care system. The Clinton
Administration has pledged to bring about a reform of the nation’s health care system, and, in January 1993,
the Task Force on National Health Care Reform (the “Task Force™) was created and charged with preparing
health care reform legislation to be presented to Congress. Among the stated concerns to be considered by the
Task Force are means to control or . >duce public and private spending on health care, to reform the payment
methodology for health care goods ard services by both the public (Medicare and Medicaid) and private
sectors, which may include overall limnitations on federal spending for health care benefits, and to provide
universal access 10 health care. The Company cannot predict the proposals or policy initiatives that may be
enacted nor the effect any health care reforms may have on its business. No assurance can be given that any
such reforms will not have a material adverse effect on the Company.

Reliance on Personnel. The Company is dependent on its senior management. Although the Company
has entered into employment agreements with tliese officers. there can be no assurance that the Company will
be able to retain their services. The Company is also dependent on its staff of supervisory personnel and on its
staff of medical personnel. over one-half of which is covered by collective bargaining agreements. The loss of

Y



key management and other personnel, an inability to extend or renew collective bargaining agreements or an
inability to attract and retain sufficient numbers of qualified employees could have an adverse effect on the
Company and its operations. See “Management”.

Dependence on Certain Contracts. During the first six months of 1993 and 1992, the Company derived
approximately 37% and 57% of its total revenue, respectively, from emergency medical ambulance services
provided under contracts to provide “911” ambulance services with three counties in California and from
subsidies the Company received under these contracts. These contracts expire on various dates between June
1994 and June 1996. The cancellation or loss of any one or more of these contracts could have a material
adverse effect on the Company and its opcrations. These contracts are subject to competitive bid processes or
renegotiation upon cxpiration. Sce “Business — Marketing and Sales™ and “— Contracts™.

Government Regulation. Ambulance service providers are subject 1o numerous federal, state and local
Jlaws and regulations that govern various aspects of their businesscs. There can be no assurance that federal,
state or local governments will not adopt laws or regulations that would increase the Company’s cost of doing
business, lower rcimbursement levels or othervise have a material adverse cffect on the Company. See
“Business — Governmental Regulation™ and “— Remmbursement™.

Competition. The ambulance service indusiry is highly competitive. Prinéipal participants include
government entities, large regional ambulance service providers, hospitals and numerous local providers.
Certain existing and potential competitors of the Company have significantly greater capital and other
resources than the Company. There can be no assurance that municipalitics or heaith care facilities that
presently contract for ambulance scrvices will not choose to provide ambulance services directly in the future.
Sce “Business — Competition™.

Shares Eligible for Future Sale.  Future sales of substantial amounts of Common Stock in the public
market could adversely affect the market price of the Common Stock. Of the approximately 13.4 million
shares of Common Stock that will be outstanding after the Offerings. approximately 6.7 million shares will be
frecly tradeable without restriction, unless held by “affiliates” of the Company, except in certain cases, subject
to certain volume and manner of sale restrictions. The remaining 6.7 million shares are “restricted securities”
within the meaning of the Sccurities Act of 1933, as amended (the “Securitics Act”), and will not be eligible
for resale in the public market until various times in 1994 and 1995. Of these restricted shares, approximately
5.2 million shares (assuming that the underwriters’ over-allotment option is not exercised) are held by
directors, exccutive officers, Selling Stockholders and their affiliates who have agreed not to sell or otherwisce
dispose of any of their shares for a period of 180 days after the date of this Prospectus without the prior written
consent of the representatives of the U.S. Underwriters. Upon expiration of the 180-day period, approximately
2.0 million shares will be available immediately for sale in the public market under Rule 144 beginning in
February 1994 and, in addition, approximately 3.6 million shares will be available for sale in the public market
under Rule 144 beginning in August 1994, in cach case subject to volume limitations and other restrictions.
Approximately 761,000 of the sharcs that will be available for resale immediately after the expiration of the
180-day lock-up period are subject to certain repurchase obligations. As of August 9, 1993, 1,578,112 shares of
Common Stock are available for issuance under a shelf registration statement and generally will be frecly
tradeable after their issuance under Rule 145 (unless held by an affiliate). subject to the volume and manner
of sale restrictions under Rule 144. In addition, the Company has filed an S-8 registration statement under the
Securities Act registering all 1,000,000 shares of Commen Stock issuable under the Company's stock plans.
Shares issued upon the exercise of options generally will be freely tradeable. See “*Shares Eligible for Future
Sale™.

Control by Stockholders. Upon completion of the Offerings, directors and executive officers of the
Company and their affiliates will own beneficially approximately 39% (or 36% assuming exercise of the over-
allotment option) of the outstanding shares of Common Stock. As a result, these stockholders may, if they act
as a group. be able to elect the Board of Directors of the Company and to determine the outcome of certain
corporate transactions and amendments to the Company’s Restated Certificate of Incorporation and By-laws
requiring stockholder approval.



Possible Volatility of Stock Price. The market price of the Common Stock may be highly volatile.
Factors such as quarter-to-quarter variations in the Company’s revenues and carnings, the timing of
acquisitions made by the Company, and the announcement and implementation of health care reform
proposals could causc the market price of the Common Stock to fluctuate significantly. In addition, general
cconomic, political and market conditions may adversely affect the market price of the Common Stock.

PRICE RANGE OF COMMON STOCK

The Common Stock is traded on the NYSE under the symbol “EMT™". The following table sets forth the
high and low sales prices for the Common Stock from August 5, 1992, the date of the Company’s initial public
offering, through August 27, 1993.

1992 Low  High
Third Quarter (from August 5,1992) ........... ... .......... S 8% St
Fourth Quanter. . ... ... it i iee e 9% 19%
1993

First QUamer ... 12% 19%2
Second QUamer ... ..ottt e 14% 20%
Third Quarter (through August 27, 1993) ...................... 19% 22%

On August 27, 1993, the closing price of the Common Stock was $20.625. On August 9, 1993, there were
808 shareholders of record of the Common Stock.

USE OF PROCEEDS

The Company intends to use the net proceeds to the Company from the Offerings, estimated to be
approximately $38.6 million (assuming an offering price of $20.625 and after deducting underwriting
discounts and the estimated expenses of the Offerings) for general corporate purposes, including acquisitions
and the repayment of borrowings under the Company’s revolving line of credit, which totalled approximately
$13.0 million as of August 11, 1993. The Company will not reccive any proceeds frum the shares being sold by
the Selling Stockholders but will reccive $1,998,000 upon cxercise of warrants held by a Sclling Stockholder
concurrent with the consummation of the Offerings. Pending application of the proceeds. the Company
intends to invest the balance in short-term investment-grade, interest bearing securities or certificates of
deposit. Borrowings under the Company's revolving line of credit. which werc used to refinance other
indebtedness and for acquisitions and working capital purposes, bear interest at the prime rate or LIBOR plus
2.5%. The revolving line of credit matures in April 1996. After application of the proceeds from the Offerings,
$30.0 millien will be available to the Company under the revolving line of credit. The Company expects to
borrow under the revolving line of credit as needed in connection with acquisitions and other corporate

purposes.

DIVIDEND POLICY

The Company has not paid any cash dividends on the Common Stock in the past and doces not plan to pay
any cash dividends on the Common Stock in the foresceable future. In addition. the Company’s revolving line
of credit agreement prohibits the Company from paying dividends and making other payments with respect to
its capital stock in any year in excess of 50% of the Company’s net income for that year. The Company's Board
of Directors intends. for the foresceable future, to retain earnings to finance the expansion of the Company's
business. but expects to review its dividend policy regularly.
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CAPITALIZATION

The following table scts forth the Company’s cash, short-term debt and capitalization at June 30, 1993,
and as adjusted to reflect the sale of the shares of Common Stock otfered by the Company hereby (assuming
an offering price of $20.625 per share and after deducting underwriting discounts and estimated offering
expenses payable by the Company), the receipt by the Company of $1,998,000 upon exercise of warrants held
by a Selling Stockholder concurrent with the consummation of the Offerings and application of the net
proceeds to the Company from the Offerings to reduce the Company’s outstanding borrowings under its
revolving liie of credit. This table should be read in conjunction with the Financial Statements and thc related
notes there!o included elsewhere in this Prospectus.

June 30,1993
As
Actual Adjusted
(in thousands)
Cash . oo e e $ 5,909 $32,406
Current maturities of debt . .. .. ... .. .. $ 911 $ 911
Long-termdebt .. .. .. .. 19,114 4,975
Stockholders’ equity:
Preferred Stock, $.01 par value, 500,000 shares authorized; none outstanding - —_
Common Stock, $.01 par value, 25,000,000 shares authorized; 11,126,813
shares outstanding; 13,306,813 'shares outstanding as adjusted(}) ......... 111 133

Additional paid-in capital

Retained earnings ... ... ... i 19912 19,912
Total stockholders” equity ... ... ... . ... ... . ... .. 47.408 88.044
Total capitalization . ........... ... ... . . . §66.522 $93.019

(1) Docs not include 428,350 shares reserved for issuaice upon excrcise of outstanding options granted under employees’ and directors’
stock plans, 120,000 shares reserved for issuance upon exercise of outstanding warrants and 100,000 shares rontingently issuable in
connection with the acquisition of one of the Company’s subsidiarics.
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SELECTED FINANCIAL DATA

For all periods presented. the following selected financial information includes the consolidated results of
the four ambulance service providers the Company acquired concurrent with its initia! public offering and of
Randle Eastern Ambulance Scrvice Inc.. which was accounted for as a pooling-of-interests. The financial data
of the companies acquired by the Company from November 1992 through June 1993 and accounted for as
purchases are included from their respective dates of acquisition. The following sclected consolidated financial
information with respect to the Company’s consolidated statements of carnings for the years ended December
31, 1992, 1991 and 1990 and with respect to the Company’s consolidated balance sheets as of December 31,
1992 and 1991 have been derived from the Consolidated Financial Statements that have been audited by
KPMG Peat Marwick. The sclected consolidated financial information for the years ended December 31,
1989 and 1988 and for the six-month periods ended June 30. 1993 and 1992 and for the balance sheet data as
of December 31, 1990 have not been audited, but in the Company’s opinion reflect all adjustments (consisting
only of normal recurring adjustments) nccessary for a fair presentation of results of operations for those
periods. The results of the six-month period ended June 30, 1993 are not necessarily indicative of the results to
be expected for the entire year. The selected financial data provided below should be read in conjunction with
the accompanying Consolidated Financial Statements, and the related notes thereto, the Pro Forma Financial
Statements, and the related notes thereto, and “Management’s Discussion and Analysis of Financial
Condition and Results of Operations”.

SELECTED FINANCIAL DATA

(in thousands, except per sire amounts)

Six Months
Ended June 30, Year Ended December 31,
1993 1992 1992 1991 1990 1989 1988
Earnings Data:
Totalrevenue . .. _......... .. ... ... ... $86.190 $58,343  $121,192  $108.018 $R4.870 $65.606  $48,409
Operating expensces:
Salaries and benchits ... ... ... .. U 42,279 29.114 60,577 52,009 40,922 32,092 24203
Uncompensated care . .......... .. B 19,116 13,659 28,008 25.862 19,769 14,297 10,383
Other operating expenses ... ... e 14,090 %946 18,377 16,640 14,554 11,523 8,983
Depreciation .. ... e 2.363 1,752 1,396 3.079 2,766 2,226 1,270
Amortization of intangibles ... ... ... . .. . 659 2713 561 927 1,13 921 951
Total operating expenses. . . .. S 78.507 §3,744 110,919 98,517 79,324 61.059 45,850
Eamings from operations . ... ... .. 7,683 4,599 10,273 9.501 5,546 4,547 2,559
Interest expense, net ........... e 413 332 784 1,216 1,266 1,139 652
Eamnings before income taxes ........ ... ..., 7,250 4,067 9.459 8.285 4,280 3.408 1.907
Income taxes ............ . ... ... 3,147 1.665 4,250 3.442 1,752 1,358 734
Net camnings. ........... e Cee $ 3103 $2402 ' 5239 % 4843 52528 §$2050 $ LIT3
Pro forma net carnings(t) ... .. ........ ..... $ 4,103 $ 2351 % 5917 0§ 3694 $ 2,300 1903 § 1,065
Pro forma nct carnings per common share. . ... .. $ L3S $ 030 $ 067 $ 05 $ 030 S 024 $ 013
Weighted average common shares outstanding . . 10916 7.968 8.838 7.968 7,968 7,968 7.968
June 30, December 31,
1993 1992 191 19%0 1989 1988
Balance Sheet Data:
Working capital .. ......... .. R, e $24.550 $ 27096 $10413 § 7538 $ 7219 $ 4416
Property and equipment. net ... ... ... ... ... . 15,123 10.555 9.620 8.423 6,859 3.953
Total assets ............ e . 90,392 70.848 40,064 35494 29,094 19,447
Current maturities of debt .. ... ... e .. 91 5468 5.137 4,301 4114 2,830
Long-termdebt .. ... ... 0 L e 19.114 8975 8,031 9,280 16,000 6.789
Stockholders” equity ... ... e e . 47,408 37.216 12,871 8.725 6,732 4,682

(1) Certain adjustments have been made tn net carnings to reflect income taxes that would have been payable by one of the Company’s
subsidiaries that was an S corporation for federal income tax purposes during the periods presenied through August 1992, See Note 4
to the Consolidated Financial Stirements.



MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

Introduction

For all periods presented, the following financial information includes the combined results of the four
ambulance service providers the Company acquired concurrent with its initial public offering in August 1992
and of Randle Eastern Ambulance Service, Inc. which was acquired in June 1993 in a transaction accounted
for as a pooling-of-interests. The companics acquired by the Company from November 1992 through June
1993 and accounted for as purchases are included from their respective dates of acquisition.

The Company’s total revenue, which is comprised primarily of ambulance service fees charged to
Medicare and Medicaid, to other third-party payors, including private insurance carriers and health
maintenance organizations, and directly to patients, is presented net of contractual adjustments. Contractual
adjustments represent the difference between gross billable charges and the portion of those charges allowable
by the third-party payor. The Company’s provision for uncompensated care represents the difference between
net ambulance fee revenues and expected collections.

Six Months Ended June 30, 1993 Compared to the Six Months Ended June 30, 1992
Overview

The Company’s nct earnings amounted to $4.1 million or $0.38 per share for the six months ended
June 30, 1993, as compared with pro forma net earnings of $2.4 million or $0.30 per sharc for the
corresponding period of 1992. The increase in net earnings results from incremental eamings provided from
acquisitions, new contracts and increascs in transports. The increase in carnings per share results from the
increase in net earnings, which is pantly offset by an increase in the weighted average number of shares. The
weighted average number of shares was 10,916.042 and 7,967,563 for the first six months of 1993 and 1992,
respectively. The increase in the weighted average number of shares outstanding results from the initial public
offering in August 1992 and shares issued in connection with acquisitions.

Results of Operations

The Company’s total revenue amounted to $86.2 million for the first six months of 1993 as compared
with $58.3 millior for the same period of 1992, an increase of $27.9 million or 47.7%. The largest single
contributor to the increase in total revenue was the incremental revenue provided from acquisitions. Also
contributing to the increase was revenue generated from the Company’s contract to provide exclusive “9117
emergency response service to Atlantic City, New Jersey, awarded in late 1992, and an increase in the number
of emergency and non-emergency transports. On June 1, 1993, the Company began providing exclusive 911"
emergency response service to Aurora, Colorado.

The Company is a party to three significant contracts to provide emergency “911" services. The Company
derived approximately 37% and 57% of its total revenue from these contracts during the first six months of
1993 and 1992. respectively.

Salaries and benefits expense as a percentage of total revenue was 49.1% and 49.9% for the first six
months of 1993 and 1992, respectively. This was a result of a favorable impact of acquisitions, which in the
aggregate have relatively lower labor costs, offsct by the addition of cerporate salaries and benefits that did not
exist in the prior period and certain wage increases. 1t is anticipated that corporate salary expense will increase
in future periods as the Company continues 1o implement its acquisition program and to centralize certain
operating, financial. and treasury management functions. However. it is also anticipated that corporate salary
expense will decrease as a percentage of total revenue as the Company continucs to grow.

Uncompensated care expense as a percentage of total revenue was 22.2% and 23.4% for the six months
cnded June 30, 1993 and 1992, respectively. The percentage decrease is due to the favorable impact of
acquisitions, which in the aggregate have experienced lower uncompensated care expense as a percentage of
total revenue and an improvement in the quality of the Company’s receivables.
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Other operating expenses were $14.1 million in the first six months of 1993 as compared with $8.9 million
in the same period of 1992. As a percentage of total revenuc, other operating expenses increased to 16.3% in
the first six months of 1993 from 15.3% in the same period of 1992. The percentage increase was primarily the
result of the addition of corporate expenses that did not exist in the prior period.

Amortization of intangibles increased to $659,000 for the first six months of 1993 from $273,000 for the
first six months of 1992, an increase of $386,000. This increase was the result of the cost in cxcess of net assets
acquired recorded in connection with the Company’s acquisitions. Amortization of intangibles will increase in
the future as a result of acquisitions accounted for as purchases.

Net interest expensc decreased by $99,000 for the first six months of 1993 as compared to the first six
months of 1992. This decrease was the result of the decline in the Company’s weighted average borrowing rate
and the decline in the average amount of debt outstanding, resulting primarily from implementation of the
Company's revolving credit facility.

The effective tax rate for the first six months of 1993 was 43.4% as compared with a pro forma eflective
tax rate of 42.2% for the same period in 1992. The increase in the effective tax rate results primarily from an
increase in amounts that are not deductible for tax purposes. Pro forma income tax expense for the six months
ended June 30, 1992, are tax amounts that would have been recorded if one of the companies acquired at the
time of the initial public offering had been a C corporation during this period. If the subsidiary had been
<rbject to corporate income taxes on un ongoing basis, the Company’s income tax expense would have been
$1,716,000 for the first six months of 1992. In August 1993, legislation was enacted which will increase the top
marginal income tax rate for corporate taxpayers, effective as of January 1, 1993, and which will implement
other tax changes. The Company has not determined the effect such legislation will have on the Company.

Year Ended December 31, 1992 Compared to the Year Ended December 31, 1991
Overview

The Company’s net earnings on a pro forma basis amounted to $5 9 million or $0.67 per share for the year
ended December 31, 1992, as compared with pro forma net carnings o1 $4.7 million or $0.59 per share for
1991. The improvement in pro forma nct camings results from increased transports, increased rates, an
increase in fixed government subsidies, an upgrrde of basic life support services to paramedic scrvices, a
reduction in net interest expense. and a reduction in the pro forma effective tax rate. The increase in pro forma
earnings per share results from the increase in net eamnings, which is partly offset by an increase in the
weighted average number of shares outstanding resulting from the initial public offering and shares issued in
connection with the acquisitions.

Resulis of Operaiions

The Company's total revenue amounted to $121.2 million for the year ended December 31, 1992 as
compared with $108.0 million for 1991, an increase of $13.2 million or 12.2%. The largest single contributor to
the increase in total revenue was the increase in ambulance transports in 1992 as compared with 1991. The
balance of the increase was the result of rate increases received in certain areas, an upgrade of basic life
support scrvices to paramedic services and an increase in fixed government subsidies. The acquisitions
accounted for as purchases discussed in Note 2 to the Consolidaied Financial Swatements contributed
approximately $2.0 million to 1otal revenue for 1992,

The Company is a party to three significant contracts to provide emergency 9117 services. The Company
derived approximately 57% of its total revenue from these contracts during 1992,

Salaries and benefits expense amounted to $60.6 million for 1992 as compared with $52.0 million for
1991, an increase of $8.6 million or 16.5%. As a percentage of total revenue. salaries and benefits increased to
50.0% for 1992 from 48.1% in 1991. The increase was primarily the result of higher staffing levels required to
satisfy contractual obligations for faster response times in certain arcas, the changing mix to paramedic from
EMT personnel in order to provide enhanced paramedic scrvices, generally higher labor costs due to wage
increases. and the addition of corporate salaries and benefits which did not exist in the prior year.

Uncompensated care expense amounted 1o $28.0 million for 1992 as compared with $25.9 million for
1991, an increase of $2.1 million or 8.3%. As a percentage of total revenue, uncompensated care was 23.1%



and 23.9% for the years ended December 31, 1992 and 1991, respectively. The dollar increase in uncompen-
sated care expense results primarily from the growth in the Company's business.

Other operating expenscs were $18.4 million for 1992 as compared with $16.6 million for 1991, an
increase of $1.7 million or 10.4%. The increase in other operating expenses was a result of the growth of total
revenuces and the addition of corporate expenses which did not exist in the prior year. However, as a percentage
of total revenue, other operating expenses remained consistent at 15.2% for 1992 as compared to 15.4% for
1991.

Depreciation expense increased by $317,000 for 1992 as compared to 1991. The increase was attributable
to new vchicke purchases and depreciation expense related to the property and cquipment acquired in
conncection with the purchase of Mobile Medic Ambulance Service, Inc. As a percentage of total revenue,
depreciation expense remained constant at 2.8% and 2.9%, for 1992 and 1991, respectively.

Amortization of intangibles decrcased by $366,000 for 1992 as compared to 1991 duc to goodwill
amounts becoming fully amortized in 1991. Amortization of intangibles will increase in the future as a result
of goodwill recorded in connection with the Company’s acquisitions.

Net interest expense decrcased by $432,000 for 1992 as compared to 1991. The decrease was the result of
the continued decline in borrowing rates, the decline in the -~ crage amount of debt outstanding, and an
increase in investment income derived from the remaining n°  p.oceeds of the initial public offering.

Prior to the merger with the Company, one of the Company’s subsidiaries was taxed as an S corporation.
As an S corporation, income taxcs were not required to be provided in this subsidiary’s financial statements. In
August 1992, concurrent with the merger. this S corporation status was terminated and the method of
accounting for tax purposes changed from the cash to the accrual method. Deferred income tax expense for
the year ended December 31, 1992, includes $780,000 attributable to this termination of S corporation status.

Pro forma income tax expense for the years ended December 31, 1992, 1991 and 1990 are tax amounts
which would have been recorded had this subsidiary been a C corporation during those years. If the subsidiary
had been subject to corporate income taxes on an ongoing basis, income tax expense would have been $3.6
million for 1992 and 1991. The effective tax rate for 1992 was 37.6% as compared with 43.3% for 1991. The
decline in the cffective tax rate results from a favorable resolution of an IRS examination for which amounts
had previously been expensed in the Company’s financial statements, combined with a decrease in amounts
which are not deductible for tax purposes.

Year Ended December 31, 1991 Compared to the Year Ended December 31, 1990
Overview
The Company’s net carnings on a pro forma basis amounted to $4.7 million or $0.59 per share for the year
ended December 31, 1991, as compared with pro forma net earnings of $2.4 million or $0.30 per share for

1990. The improvement in pro forma net camnings results from increased transports, increased rates, an

upgrade of basic life support services to paramedic services, and a reduction in the pro forma effective tax rate.
The increase in pro forma earnings per share results from the increase in net earnings.

Results of Operations

The Company's total revenue amounted to $108.0 million for the year ended December 31, 1991 as
compared with $84.9 million for 1990. an increase of $23.1 million or 27.3%. The majority of the increase in
total revenuc results from the increase in ambulance transports in 1991 as compared with 1990. The increase
in transports was due primarily 1o increased transports provided in an expanded area of Alamewa County
where the City of Oakland was included for a full year in 1991 as compared to a six month period in 1990,
Enhanced paramedic services and general rate increases also resulted in higher average revenues per transport.

Salaries and benefits expense amounted to $52.0 million for 1991 as compared with $40.9 million for
1990. an increase of $11.1 million or 27.1%. As u percentage of total revenue, salaries and benefits decreased to
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48.1% for 1991 from 48.2% in 1990. The dollar increase was primarily the result of the general growth of the
Company’s business and generally higher labor costs due to wage increases. )

Uncompensated care expense amounted to $25.9 million for 1991 as compared with $19.8 million for
1990, an increase of $6.1 million or 30.8%. As a percentage of total revenue, uncompensated carc increased to
23.9% for 1991 from 23.3% for 1990. The increase results primarily from a significant change in patient
demographics resulting from the provision of services in the Oakland, California arca for a full year in 1991
compared to a six month period in 1990,

Depreciation expei- increased to $3.1 million for 1991 from $2.8 millioa for 1990, an increase of
$313,000 or 11.3%.

Other expenses were $16.6 million for 1991 as compared with $14.6 million for 1990, an increase of $2.0
million or 14.3%. As a percentage of 1o1al revenue, other expenses decreased to 15.4% from 17.1%.

Amortization of intangibles decrcased to $927,000 in 1991 from $1.3 million in 1990, a decrease of
$386,000 or 29.4%.

Net interest expense decreased by $50.000 for 1991 as compared to 1990. This decrease was the result of
the general decline in borrowing rates.

Liquidity and Capital Resources

The Company has financed its cash needs, including cash used for acquisitions, from the net proceeds of
its initial public offering, borrowings under its revolving line of credit and cash from operations. Concurrent
with its initial public offering in August 1992, the Company acquired four ambulance service providers for
aggregate consideration consisting of $10.2 million in cash and 4,143.500 shares of Common Stock. Through
June 30. 1993, the Company has made six additional acquisitions for aggregate consideration consisting of
$15.5 million in cash, $4.3 million in subordirated promissory notes and 1,434,062 shares of Common Stock.

The Company currently has a $30 million unsecured revolving line of credit with a group of banks
consisting of Fleet Bank of Massachuseuts, N.A., Continental Bank N.A. and Pacific Western Bank.
Borrowings under the line of credit have been used to refinance certain indebtedness, for acquisitions and for
working capital purposes. Borrowings are limited to the lesser of $30 million and 200% of the Company’s
carnings before interest. income taxes, depreciation and amortization for the most rccent twelve months.
Interest is determined at the time of borrowing at the Company's option at either prime or LIBOR plus 2.5%.
Letter of credit fees are 1.0% per annum on outstanding letters of credit that are cash collatcralized and 1.5%
pe- annum on outstanding letters of credit that are not cash collatcralized. Under the agreement, the Company
is required to comply with certain financial and other covenants. The linc of credit matures in April 1996. As
of August 11, 1993, the Company had approximately $13.0 million of borrowings and $3.5 million of letters of
credit outstanding under the line of credit, and $13.5 million remained available for future borrowings.

During 1992 and 1991, the Company had additions to ambulances and other operating equipment of $2.2
miflion and $4.4 million. respectively. During the first six months of 1993, capital expenditures were made
primarily for new ambulances and amounted to $3.0 million. It is expected that capital expenditures for the
Company's existing operations for the remainder of 1993 will be approximately $4.0 million and consist
primarily of new ambulances and other operating equipment.

Cash generated from operations during 1992 was $4.3 million. Cash generated from operations during the
first six months of 1993 was $5.3 million. Working capital at June 30, 1993 amounted to $24.6 million as
compared to $27.1 million at December 31, 1992, Current finuncial resources and anticipated funds generated
by operations arc expected to be adequate 10 meet the Company’s operating cash requirements in the
foreseeable future.

The Company expects to actively continue its acquisition program. Successful implementation of the
Company’s acquisition strategy depends upon its ability to acquire additional ambulance service providers.
The Company plans 10 continue to use a combination of cash. subordinated debt and Common Stock to
finance its acquisition program.
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Subsequent Acquisitions and Pending Developments

In July 1993, the Company acquired substantially all of the assets of Bridgepert Ambulance Service, Inc.
of Bridgeport, Connecticut. The consideration paid by the Company in this transaction consisted of
approximately $1.4 million in cash, a $500,000 subordinated promissory note and 58,589 shares of Common
Stock.

In June 1993, the Company also announced that it reached a preliminary understanding concerning the
acquisition of 911 Emergency Services, Inc., a California-based company which had 1992 revenues in excess
of $50 million. The transaction is subject to due diligence, the negotiation of definitive documentation and the
reccipt of certain regulatory approvals. If the transaction is consummated the Company expects that additional
shares of Common Stock will be issued. There can be no assurance that such transaction will be
consummated. '
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BUSINESS

Overview

The Company is the leading provider of emergency and non-cmergency ambulance services in the United
States. The Company acquired by merger four ambulance service providers concurrent with its initial public
offering in August 1992 and since that date has acquired seven additional providers. The Company currently
provides ambulance services in Northern California (Alameda, Contra Costa, Santa Clara and Santa Cruz
Counties), South Central Connecticut (the greater New Haven and Bridgeport areas), Northern Delaware
and Southern New Jerscy, Southern and Central Mississippi, Portland, Orcgon and surrounding arcas, Central
Colorado and Dade County. Florida.

The Company provides pre-hospital emergency medical care and ambulance services to patients in
response to “911” emergency medical calls. Additionally, the Company provides non-¢ mergency ambulance
services to patients during transfer to and from health care facilities and residences ar 1 non-medical transport
services to the handicapped and the elderly. The Company completed approximately 390,000 and 294,000
transports in response to calls for its services during 1992 and the first six months of 1993, respectively.

The following table lists acquisitions made by the Company concurrent with, or subsequent to, its initial
public offering in August 1992:

IN OPERATION DATE CURRENT

PROVIDER SINCE ACQUIRED SERVICE AREA

Regional Ambulance, Inc. ........ e 1963 August 1992 Alameda and Contra Costa
Countics, California

American Medical Response West ............. .. 1964 August 1992 Santa Clara and Santa Cruz
Countices, California

Ncw Haven Ambulance Service, Inc. ... ... 1972 August 1992 New Haven, Connecticut

Professional Ambulance Service. Inc. . ... ... .. 1978 August 1992 Northern Delaware and
Southern New Jerscy

Mobile Medic Ambulance Service, Inc. ... ... 1977 November 1992 Southern and Central Mis-
sissippi

Ambulance Service Company ... .............. 1920 December 1992 Denver, Colorado and
surrounding arcas

Buck Medical Services .. ... ... ... 1967 January 1993 Portland, Oregon and
surrounding arcas

A-1 Ambulance Companies ..................... 1971 April 1993 Boulder, Colorado Springs
and Longmont, Colorado

Randle Eastern Ambulance Service, Inc. ... ... .. 1955 June 1993 Dadc County, Florida

Reed Ambulances, Inc........................ .. 1978 June 1993 Denver, Ccelorado

Bridgeport Ambulance Service, Inc. . ... 1968 July 1993 Bridgeport, Connecticut

Industry Background

The Company believes that expenditures for ambulance services in the United States were at least $4
billion during 1992 and have grown at approximately 10% per ycar over the last decade. The Company
believes that while the industry is highly fragmented, with over 2,000 privately-owned companies, consolida-
tion is occurring. In addition, the Company believes that privatization of ambulance services has occurred.

The growth in expenditures for ambulance scrvices has resulted from an increase in beth the number of
ambulance transports and in average expenditures per transport. Demand for ambulance services has
increased due to both the growth and aging of the U.S. population as well as the trend toward the greater use
of outpatient care facilities in respense to current efforts to contain health care costs. Average expenditures per
ambulance transport have increased over the last decade due primarily to the additional costs of providing a
higher level of pre-hospital emergency medical care and shortened response times to emergency medical calls.
Increasingly sophisticated life-saving techniques and medical equipment are used by trained paramediis
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applying medical skills at the scenc of an emergency and en route to the hospital. Immediate response to an
emergency medical call is, in many cascs, critical in saving a patient’s life and determining the course and level
of future medical care. County and municipal contracts for emergency ambulance services typically require
that providers mecet or exceed increasingly stringent, specifically-defined response time and other quality
assurance criteria.

Company Strategy

Since its initiz! public offering in August 1992 the Company has (i) entered new service areas through
acquisitions of providers in Mississippi, Colorado, Oregon and Florida, (ii) expanded certain existing service
arcas through the acquisition of two additional Colorado providers, and a provider in Bridgeport, Connecticut
(whose operations were combincd with the Company's existing New Haven operations), (iii) obtained a new
service contract in Atlantic City, New Jersey, which is serviced by the Company’s Delaware operations, (iv)
established a national insurance program and consolidated capital resource management as part of its efforts to
generate cfficiencies by centralizing appropriate functions at the corporate level, and (v) built 2 management
team with substantial operating experience in the ambulance service business.

The Company's objective is to continue as the leading provider of emergency and non-emergency
ambulance services in the United States. To achieve its objective, the Company’s growth strategy is focused
on the following three principal elements:

» Acquiring new businesses.
» Expanding and imnroving operations.

¢ Promoting and capitalizing on the expertise and entrepreneurial spirit of the operating exccutives of the
Company’s ambulance service providers.

Growth by Acquisition

New Service Arees. The Company secks to enter into new service arcas by acquiring leading ambulance
service providers with high quality management and strong performance records. The Company selects
acquisition candidates that it believes offer attractive opportunities for intrinsic growth and *“add-on™
acquisitions in nearby service areas. Senior management of acquired companies in new service areas typically
remains with the Company after the acquisition to manage local operaiions.

“Add-On” Service Areas. The Company also sceks to expand existing service areas by acquiring
providers in contiguous or nearby service arcas. Management believes that it can enhance levels of service and
achieve economies of scale by integrating these providers with existing operations.

Acquisition Review Process. The Ccmpany considers a number of factors in evaluating a potential
acquisition candidate, includirg the quality of its personnel and management, its financial history and
condition, its operations, the demographic characieristics of its service arcas, its regulatory cnvironment, and
its fee structure and reimbursement levels. The Company has an experienced acquisition team that manages
the acquisition and due diligence process. As part of the due diligence process. the Company also draws on the
specific expertise of operating exccutives of the Company's providers.

Expand and Improve Operations

In addition to its acquisition strategy. the Company secks to expand and enhance the businesses of its
existing and acquired ambulance services providers. Within existing service areas, the Company’s objective is
to maintain, and where appropriate, improve upon its average response time through, among other things,
enhanced fieet maintenance and advanced fleet dispatching technologies. Management believes that providing
enhanced levels of service within existing service areas is critical to its ability to increase the number of
transports in a service area and improves its ability to retain existing service contracts and to compete for
additional service contracts. The Company also seeks to improve tae efficiency of its operations by
consolidating certain administrative, maintenance and financial functions where appropriate.

16

¥ -

cd wem



Management Philosophy

The Company belicves that strong. established local management and an entreprencurial atmosphere are
important to the Company’s success. The Company encourages its providers to enhance their operations by
drawing on the expertise of its other providers. The Company has assembled a management tcam with
substantial experience in acquisitivns and long records of successful management in the ambulance service
business. The Company belicves that the operating expertise of its management cnhances the Company’s
acquisition due diligence process and is a shared resource available 1o each of the Company’s providers to
improve their respective operations.

Typically, management of an acquired company in a new service area continues to manage locat
operations of the acquircd business and reccives an cquity interest in the Company. Local management
generally has autonomy in daily operations such as dispatching, marketing and contract supervision and is
supported at the corporate ievel in such areas as financial and treasury management, insurance and risk
management. and the development and maintenance of quality standards.

Company Services

Tb=» Company generally provides emergency medical ambulance services pursuant to contracts with
counties and municipalities cither on an exclusive or a non-exclusive basis. Under these contracts, the
Company typically provides “911" emergency ambulance services in designated service areas. In some service
areas, the Comy . is designated as “first responder” to emergency medical calls and in other services arcas,
where a public sector provider, such as the fire department, is the primary responder, the Company is
designated as back-up responder and supports the first responder as necded.

The Company responds to “911” calls involving life-threaicning emergencies with Advanced Life
Support (ALS) ambulance units. ALS ambulance units, staffed by two paramedics or one paramedic and an
emergency medical technician (EMT), are equipped with advanced life support equipment, such as cardiac
monitors, defibrillators and oxygen delivery systems, and contain pharmaceuticals and medical supplies. Upon
arrival at an emergency, the ALS crew members deploy portable life support equipment, ascertain the
patient’s medical condition and. if required, begin life support techniques and procedures that may include
airway intubation, cardiac monitoring, defibrillation of cardiac arrhythmias and the administration of
medications and intravenous solutions. As soon as medically appropriate, the patient is placed on a portable
gurney and carried into the ambulance. While a paramedic monitors and treats the patient, the other crew
member drives the ambulance to a hospital designated either by the patient or the particular medical protocol.
En route. the ALS crew generally alerts the hospital to the patient’s medical condition and, if necessary, a
physician adviscs the attending paramedic as to treatment. Upon arrival at the hospital, the patient is tahen to
the appropriate section of the hospital, usually the emergency department.

The Company provides Basic Life Support (BLS) ambulance services in response to “911” emergency
medical calls when a patient’s medical condition is not life-threatening. The Company also provides BLS
ambulance services to patients reguining a basic level of medical supervision during transfer to and from
residences and health care facilities. These services may be provided when a home-bound patient requires
examination or trzatment at a health care facility or when a hospital patient requires tests or treatments
available at another facility. such as MRI testing, CAT scans, dialysis, or chemotherapy treatment. A BLS
ambulance unit typically is staffed by two EMTs and equipped with medical supplies and equipment necessary
to administer first aid and basic medical treatment. At the scene or while transporting the patient in the
ambulance, the crew may perform BLS services which include basic airway management, herorrhage control,
stabilization of {ractures. emergency childbirth and basic vehicle extrication. BLS ambulance services may be
provided pursuant to contracts with counties and municipalities, health care facilities or at the request of a
patient or a physician, and are either scheduled in advance or provided on an as-needed basis.

The Company also provides critical care transport services to medically unstable patients, such as cardiac
patients and nconatal patients, who require critical care while being trunsported between health care facilities.
Critical care services differ from BLS services in that the ambulance may be equipped with additional medical
equipment. such as balloon pumps and isoleties. and may also be staffed by a medical specialist provided by
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the Company or by a health care facility 10 attend to a patient's special medical needs. Critical care services
are typically provided pursuant to contracts with hospitals. health maintenance organizations and other health
care facilities.

In addition to ambulance services, the Company provides non-medical transportation for the handicapped
and the clderly. Transportation is generally between residences or nursing homes and hospitals or other health
care facilities. This service is provided in vans or coaches that contain hydraulic wheelchair lifts or ramps and
are opcrated by drivers who generally are trained in cardiopulmonary resuscitation (CPR). These services arc
typically provided pursuant to contracts with nursing homes, hospitals and other health care facilitics.

Medical Personnel
As of July 31, 1993, the Compiuny employed 1,207 paramedics, 913 EMTs and 131 invalid coach drivers.

Paramedics and EMTs must be state certitied to transport patients and to perform emecrgency care
services. Certification as an EMT typically requires completion of a minimuem of 140 hours of training in a
program designed by the United States Department of Transportation and supervised by state authoriiics.
EMTs may also complete advanced training courses to become certified to provide certain additional
emergency care services such as administration of intravenous fluids and advanced airway management. In
addition to completion of the EMT training program, certitication as a paramedic generally requires
completion of over 800 hours of training in advanced patient care assessment, pharmacology, cardiology and
clinical and field skills. Many of the paramedics currently employed by the Company served as EMTs for the
Company prior to being certified as paramedics.

Medical protocols for paramedics and EMTs are developed by local physician advisory boards.
Paramedics and EMTs are required to follow the particular medical protocols for a service arca. Jn addition,
instructions are conveyed on a case-by-case basis throughi direct communications between the ambulance
crew and hospital physicians prior to the initiation of life support procedures. Both paramedics and EMTs are
required to complete continuing education programs. and in some cascs. to complete state supervised refresher
training examinations, to maintain their certifications. Certification and continuing educaiion requirements for
paramedics and EMTs vary among staies and counties.

Dispatch and Communications

Because effective fleet deployment is a key factor in reducing response time, the Company uses vehicle
Jocation and de1ailed status plans to position its ambulances within a designated service area. The Company's
dispatch center in Fremont, California uses a global positioning sitcllite tracking system for optimal real time
deployment of its fleet in Alameda and Contra Costa countics. In certain of its designated service areas, the
Company uses computers to analyze data on traffic patterns, demographics, usage frequency and similar
factors to help determine optimal ambulance deployment and sclections. Generally, ambulance units are not
stationed at fixed sites but are constantly repositioned in “flexible deployment™ systems to provide better
coverage and reduce response time.

The center that controls the deployment and dispatch of ambulances in response to “911" calls may be
owned and operated either by the county or municipality or by the Company itself. In both cases, the control
center is equipped with computer hardware and software and sophisticated communications cquipment.
Control centers servicing larger geographic areas may also be equipped with vehicle locating cquipment that
can accurately locate each vehicle in the fleet. Control centers are responsible for fleet deployment and
utilization 24 hours a day. seven days a week.

Depending on the emergency medical dispatch system in a designated service area, the public authority
that receives “9117 emergency medical calls either dispatches the Company's ambulances directly from the
public control center or communicates information regarding the location and type of medical emergency to
the Company’s control center which in turn dispatches ambulances to the scene. In many of the Company’s
operations. a compuier assisa the dispatcher by ar uyzing a number of factors such as time of day. ambuiance
location and historical traftic patterns in order to recommend optimal ambulance selections. In ull cascs, a
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dispatcher selects and dispatches the ambulance. While the ambulance is en route to the scene, information
concerning the paticat’s condition is relayed to the ambulance as it prepares for arrival.

The Company's communication systems also allow the ambulance crew to communicate directly with the
destination hospital to alert hospital medical personnel as to the arrival of the patient and the patient’s
condition and to receive instructions directly from hospital personnel on specific pre-hospital medical
treatment. These systems also allow for close and direct coordination with other emergency service providers,
such as the appropriate police and fire departments, that may also be responding to a call.

Deployment and dispatch are also important factors in providing non-emergency ambulance services. The
Company implements system status plans for these services that are designed to insure appropriate response
times to non-emergency calls.

Billing and Collection

The Company derives a substantial majonty of its revenue from reimbursement by third-party payors
including payments under Mcdicare, Medicaid and private insurance programs, typically invoicing and
collecting payments directly from third-party payors. The Company also collects payments directly from
patients, including p. _ ments under deductible and co-insurance provisions and otherwise. During 1992, the
Company derived an estimated 29% of its nct ambulance fee revenue from Medicare, 8% from Medicaid, 28%
from private insurers, including prepaid health plans and other non-govermment sources, and 35% directly
from patients. The Company’s provision for uncompensated care is gencrally higher with respect to revenues
derived directly from patients than for revenues derived from third-party payors. Uncompensated care
represented 23.1% and 22.2% of the Company’s revenue for 1992 and for the first six months of 1993,
respectively.

The Company is generally required to provide ambulance scrvices without regard to a patient's insurance
coverage or ability to pay. As a result, the Company is often not compensated for services provided to patients
who are not covered by Medicare, Medicaid or private insurance. The Company has sophisticated collection
systems and its collection staff is specially trained in third party coverage and reimbursement procedures.
Computerized billing and collection reports allow the Company’s personnel to continually monitor open
accounts. The level of uncompensated care may also be considered in determining the Company’s subsidy and
permitted rates under contracts with a county or municipality or with a health care facility.

Marketing and Sales

Contracts with countics and municipalities to provide “911" emergency services are gencrally obtained
through a competitive bidding process. In some instances where the Company is the existing provider, the
county or municipality may clect to renegotiate the Company’s existing contract instead of putting the
contract out for re-bid. The Company believes that counties and municipalities consider quality of care and
historical response time performance to be the most important factors in awarding contracts although other
factors, such as financial stability, personncel policies and practices, and total cost both to the municipality or
county and to the public, are also considered.

The Company markets its non-emcrgency ambulance services to hospitals, health maintenance organiza-
tions, convalescent homes and other health care facilities that require a stable and reliable source of medical
transportation for their patients. The Company believes that its status as u “911™ provider in a designated
service area increases its visibility and enhances its marketing efforts for non-emergency services. Contracts
for non-emergency services usuafly are based on criteria — quality of care, response time and cost — similar
to those in contracts for emergency services. The Company has recently hired a national marketing director to
coordinate and enhance company-wide and local marketing efforts.

To market its services both to public and private entitics, the Company sponsors joint educational
seminars on CPR techniques. safety planning. and emergency life-saving techniques. The Company also

participates in educatioral programs for the public.
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Contracts

The Company enters into contracts with countics and municipalities to provide *911™ emergency
ambulance services in designated service arcas. These contracts typically specify maximum fees that the
Company may charge and set forth required responsc times, stafling levels, types of vehicles and equipment,
quality assurance and insurance coverage. Counties and municipalities may also require that the Company
provide a performance bond or vther assurances of financial responsibility. The amount of the subsidy that the
Company receives from a county or municipality and the rates that the Company is permitted to charge for
services under a contract for emergency ambulance services depend in part on the nature of the services
rendered and performance requirements.

The Company is a party to three contracts .o provide “911" services which each accounted for more than
10% of the Company’s total revenue for 1952, The Company derived approximately 26%, 17% and 14% of its
total revenue during 1992, and 16%. 12% and 9% of its total revenue during the first six months of 1993, from
contracts with Alameda, Santa Clara and Contra Costa Countics, respectively. These contracts are subject to
competitive bid processes or renegotiation upon expiration. No other contract accounted for more than 5% of
the Company’s total revenuc during the same periods.

Alarmeda County. The Company has been under contract with Alameda County. California te provide
ambulance scrvices since 1964. Under the Company’s existing contract, the Company provides dispatch and
emergency ambulance scrvices in response to all “911™ requests for emergency ambulance services in the
designated service area. The designated service area consists of most of Alameda County, including the City of
Oakland. 7 ne existing contract has an initial term of four yecars, which expires in June 1994. The county may,
at its option, extend the contract for up to two terms of two years each. The county pays the Company a
monthly subsidy of approximately $80.000 through the initial term of the contract. The contract imposes
financial penaltics against the Company for failure to mect performance requirements and provides that the
county may terminate the contract if the Company has materially breached its obligations, after notice and
opportunity to cure.

Santa Clara County. The Company has been under contract with Santa Clara County, Califoriia to
provide ambulance services since 1979. Under the Company's existing contract. which became effective in
July 1993, the Company provides “211” emergency ambulance services on an exclusive basis in most of Santa
Clara County, including the City of San Jose and the Silicon Valley area. The cxisting contract expires in June
1996 and may be extended for two one-year periods at the county’s option. The county may terminate the
contract for cause after notice and opportunity to cure, and also after notice in the event of certain regulatory
changes. The contract may also be terminated by cither party for convenience after notice.

Contra Costa County. The Company has been under contract with Contra Costa County to provide
ambulance services since 1982. Under the Company's existing contract, the Company provides dispatch and
emergency ambulance services in response to #9117 cmergency medical requests in most of the county which
is directly north of Alameda County. The existing contract expires in January 1995. The contract provides for
a monthly subsidy of approximately $207.000. subject to reduction in certain instances. The county may
terminate the contract if the Company fails to perform its obligations under the contract.

Other Contracts. The Company also has other contracts with certain citics and counties in California,
Colorado, Connecticut, Delaware, Mississippi. New Jersey and Washington to provide emergency and non-
emergency ambulance services. These contracts expire at various times during 1993-97, subject in certain
cases to renewal options.

The Company also has contracts with hospitals and othe: health care facilities and nursing homes to
provide non-emergency and critical care ambulance services. These contracts typically provide that the
Company is the first ambulance service provider contacted to provide non-emergency ambulancs services to
those facilities for which the Company receives a buse fee, mileage reimbursement and additional fees for the
use of particular medical equipment and supplies.
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Competition

The ambulance service industry is highly compctitive. The principal participants include governmental
entities, large regicnal ambulance service providers, small local ambulance providers, hospitals and numerous
local volunteer providers. Ambulance service providers compete primarily on the basis of quality of service,
performance and cost. The Company believes that counties and municipalities consider quality of care and
historical response time performance to be the most important factors in awarding a contract, although other
factors such as financial stability, personnel policies and practices and cost arc also considercd. Certain
existing and potential competitors of the Company have significantly greater capital and other resources than
the Company. In addition. there can be no assurance that countics, municipalities, hospitals or health carc
facilitics that presently contract for ambulance services will not choose to provide ambulance services directly
in the future.

Competition for acquisitions in the ambulance scrvice industry is expected to continue to increase as the
industry undergoes consolidation. Increased competition for acquisitions may increase purchasc prices for
acquisitions.

Governmental Regulation

The Company’s business is subject to governmental regulation at the federal, state and local levels. At the
federal level, the Company is subject to regulations under the Occupational Safety and Health Act designed to
protect employees of the Company. The federal government also recommends standards for ambulance design
and construction, medical training curriculum, and designation of appropriate trauma facilities, which
standards may be modified Ly state agencies.

Each state in which the Company operates regulates various aspects of its business. The Company’s
business is subject to state requirements governing the licensing or certification of ambulance service
providers, training and certification of medical personnel, the scope of services that may be provided by
medical personnel, staffing requircments, medical control, medical procedures, communication systems,
vehicles and equipment. The Company’s contracts with counties in California typically prescribe maximum
rates that the Company may charge for services. Some states, such as Connecticut, annually set maximum
allowable rates that providers may charge for ambulance and invalid coach services, and allow providers to
carn up to a fixed percentage of revenues annually. The process of determining rates may include cost reviews,
analyses of levels of reimbursement from all sources and a determination of reasonable profits. The public may
participate in the hearing process of the rate setting agency. Regulatory schemes for ambulance services may
vary widely from state to state.

In California. counties are responsible for enforcing state requirements and standards and often set higher
standards than those established by the state. In other states in which the Company operates, counties and
local communities may also impose higher standards for ambulance services providers than those established
by the st-te.

Applicable federal. state and local laws and regulations are subject to change. The Company believes that
it is currently in substantial compliance with regulatory requirements applicable to its ambulance service
business. The Company may. however, in the future be required under these regulatory requirements to
increasc capital and cperating expenditures in order to maintain current operations or initiate new operations.

Reimbursement

A substantial majority of the Company’s revenue is attributul..c 10 payments received from third-party
payors, including Medicare. Mcdicaid and private insurers. The revecues, cash flow and profitability of the
Company. like thosc of other companies in the health care industry, «re Wffected by the continuing efforts of
third-party pavors to control expenditures for health care.

The Company is subject to various regulatory requirements in conrection with its participation in
Medicare and Medicaid. Medicare is a federal health insurance pre rum for the elderly and for chronically
disabled individuals that pays for ambulance services when med. 2y necessary. Medicare uses a charge-
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based rcimbursement system for ambulance services and. subject to the limits fixed for the particular
geographic arca, reimburses 80% of charges determined to be reasonable by Medicare. The patient is
responsible for paying the balance of the bill. In determining reasonable charges, Medicare considers the
following charge factors and applics whichever is lowest: the actual charge, the customary charge, the
prevailing charge in the same locality, the amount of reimbursement for comparable services or the inflation-
indcxed charge limit.

Medicaid is a combined federal-state program for medical assistance to impoverished individuals who are
aged, blind, or disabled or members of families with dependent children. Mcdicaid programs are in cffect in all
states in which the Company operates. Although Medicaid programs differ in certain respects from state to
state, all are subject to federal requirements. State Medicaid agencies are permitted to set levels of
reimburscment within federal guidelines.

The Company, like othcr Medicarc and Medicaid providers, is subject to governmental audits of its
Medicare and Medicaid reimbursement claims. The Company has not, to date, experienced significant losses
as a result of any such audit. As a provider of services under the Medicare and Medicaid programs, the
Company is also subject 10 the Medicare and Medicaid fraud and abuse laws. These laws prohibit any bribe,
kickback or rebate in return for the referral of Medicare or Medicaid paticrts. Violations of these prohibitions
may result in civil and criminal penalties and exclusion from participation in the Medicare and Medicaid
programs. Investigations of alleged violations of these laws by ambulance providers are curreritly being
conducted. The Company believes that it is in substantial compliance with these fraud and abuse laws.

Government funding for health care programs is suhject to statutory and regulatory changes, administra-
tive rulings, interpretations of policy. determinations by intermediaries and governmental funding restrictions,
all of which could materially increase or decrease program reimbursements for ambulance services. In recent
years, Congress has consistently attempted to curb federal spending on suc* programs. No assurance can be
given that future funding levels for Medicare and Medicaid programs will be comparable to present levels.
Changes in the reimbursement policics as a result of budget cuts or other government action could adversely
affect the Company’s operations. In the most recent session of Congress, numerous legislative proposals were
introduced that would cffect major reforms of the U.S. health care system. The Clinton Administration has
pledged to bring about a reform of the nation’s health care system. The Company cannot predict the proposals
or policy initiatives that may be cnacted nor the effect any health care reform may have on its business. No
assurance can be given that any such reform will not have a material adversc cffect on the Company.

The Company also reccives direct reimbursement for services from health care institutions such as
hospitals, hcalth maintenance organizations and other state. federal or private entitics. Reimbursement can be
influcnced by the financial instability of private third party payors. Reductions in coverage or reimbursement
rates by third party payors could have a material adverse effect on the Company’s operations.

Legal Proceedings

The Company, Regional Ambulance. Inc.. the Company's wholly owned subsidiary (*Rcgional™), and
William E. Riggs, an officer and director of Regional and the Company have been named as defendants in a
lawsuit filed by a former stockholder of Regional on August 3, 1993 in the United States District Court for the
Northemn District of California. The complaint alleges that during 1990 and 1991 when Regional, through Mr.
Riggs, was ncgotiating to redeems such steckholder’s shares of Regional common stock. they failed to disclose
material facts relating to Regional's intention to merge with other companies and conduct a public stock
offering. The complaint sccks damages in excess of $1.5 million plus interest and exemplary and punitive
damages. Although the Company is unable 1o predict the outcome of the proceeding. the Company believes
the claims against it arc without merit and Mr. Riggs has informed the Company that he believes the claims
against him and Regional are without merit and management believes the resolution of the lawsuit will not
have a material adverse cflect on the financial condition of the Company. The Company believes that any
losses that the Company and Regional might suffer by reason of or in connection with the lawsuit would be
covered by an indemnity given to Regional and the Company by Mr. Riggs and his wife. who were the sole
stockholders of Regional when it was acquired bv = ¢ .mpany. in conncction with Regional's 1992 merger
into the Company.



The Company is a party to litigation arising in the ordinary course of business. There can be no assurance
that the Company’s insurance coverage will be adequate to cover all liabilities occurring out of such claims. In
the opinion of management, any liability that the Company might incur upon the resolution of this litigation
will not, in the aggregate, have a material adverse cffect on the consolidated financial condition or results of
operations of the Company.

Insurance

The Company has implemented a company-wide insurance program, which provides a broad range of
general liability, comprehensive property damage, malpractice, worker's compensation, and other insurance
coverage. Management considers the Company’s insurance coverage adequate for the protection of its assets
and operations, although there can be no assurance that its coverage limits will be adequate. A successful
claim against the Company in excess of its insurance coverage could have a material adverse cffect on the
Company and its financial condition. Claims against the Company, regardless of their merit or outcome, may
also have an adverse effect on the Company’s reputation and business. The Company is also subject to
accident claims as a result of the normal operation of its flect of ambulances.

The Company has hired a corporate dircctor of safety, health and risk management to manage and
administer the Company’s safety and risk programs and policics.

Facilities and Equipment
At July 31, 1993, the Company’s fleet included 455 owned ambulances and 18 leased ambulances.

The Company leases its principal executive offices in Boston, Massachusetts. The Company also leases
administrative facilities and other facilitics used principally for ambulance basing, garaging and ma_.ienance
in arcas in which it provides ambulance services. The aggregate rental expense for the Company’s facilities
was approximately $2.3 million during 1992.

Employees

As of July 31. 1993, the Company had 2,409 full-time and 596 part-time employecs, including 1,207
paramedics, 913 EMT’s, 131 invalid coach drivers and 754 management, administrative and clerical
personnel. The Company is a party to seven collective bargaining agreements that as of July 31, 1993 covered
approximately 41% of the Company’s employees. The Company considers its relations with employees to be
good.
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MANAGEMENT

Directors and Executive Officers

The following table sets forth information concerning each of the directors and executive officers of the
Company:

Name Age Position

Paul M. Verrochi........................... 44 Chairman of the Board. Chief Executive
Officer, President, Director

Dominic J. Puopolo................ ... .. .. 50  Exccutive Vice President, Chief Financial
Officer, Treasurer, Director

Paul T. Shirley. ... ... i 53 Executive Vice President. Chief Operating
Officer, Director

Joseph R.Paolella.......................... 42 Exccutive Vice President, Director

William E. Riggs........................... 51 Executive Vice President, Director

Ronald M. Levenson........................ 37 Senior Vice President, Chief Accounting

. Officer

Michael J. McClymont. ... .................. 50  Senior Vice President

John K. Rester.............. ... ........... 45  Senior Vice President

Michael A. Baker (})............ ... ... .. ... 47  Director

David B. Hammond (1)(2) .................. 48  Director

James E.McGrath . ... .. ... ............. 38 Director

John Larkin Thompson (1){(2) ............... 62  Director

(1) Member of the Compensation Committee.
(2) Member of the Audit Committee.

All officers serve at the discretion of the Board of Directors. The directors of the Company arc clected
annually for one-year terms.

Paul M. Verrochi has served as Chairman of the Board, Chief Executive Officer, President. and a director
of the Company since its inception in February 1992. Since February 1991, he has also been a Principal of
Exel Holdings, Ltd.. a privately-held investment firm he co-founded with Mr. Puopolo. From April 1989 to
December 1990, Mr.Verrochi was President of Allwaste Asbestos Abatement, Inc., a subsidiary of Allwaste,
Inc., a publicly held, national environmental company. Mr. Verrochi was a founder of Amcrican Environmen-
tal Group, a regional asbestos abatement company, and served as Chairman of its Board of Directors from
July 1987 until April 1989 when the compuny was acquired by Allwaste. In addition. Mr. Verrochi was a
founder and Chairman of the Board of Omni Building Services, Inc.. a major regional janitorial service
company, from September 1972 1o July 1984 when the company was acquired by a subsidiary of ADT
Limited (“ADT"j, an international services company. From July 1984 to December 1986, he was a Vice
President of ADT and President of ADT Maintenance Services, Inc.’s Northeast Region.

Dominic J. Puopolo has served as Excecutive Vice President, Chief Financial Officer. Treasurer and a
director of the Compary since its inception in February 1992, Since February 1991, he has also been a
Principal of Exel Holdings. Ltd.. which he co-founded with Mr. Verrochi. From April 1989 to December
1990. Mr. Puopolo was Vice President and Chief Financial Officer of Allwaste Asbestos Abatement, Inc. Mr.
Puopolo was a founder of American Environmental Group and served as its Chief Financial Otticer from July
1987 10 Apnil 1989. From 1983 10 1987, he was Vice President of Omni Building Services. Inc. Mr. Puopolo
was Chief Financial Officer of ADT Maintenance Services. Inc’s Northeast Region from July 1984 to
December 1986. Mr. Puopolo is a4 Certified Public Accountant.

Paul T. Shirley has served as an Executive Vice President and a director of the Company since August
1992 and has served as Chief Operating Othicer of the Company since May 1993, Mr. Shirley was President
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and Chief Executive Officer of American Medical Response West from March 1989 until August 1992 when
it was acquired by the Company. From June 1963 until March 1989, he was President of Santa Cruz
Ambulance Service, which in 1989 became part of American Medical Response West. Mr. Shirley is
currently a member of the California Ambulance Association, of which he was President from 1968 to 1969.
Mr. Shirley served as a member of the Santa Cruz County Pianning Commission from 1965 to 1969 and as a
member of the State of California Narcotic Addict Evaluation Authority from 1971 to 1974. He served as a
member of the Board of Directors of Federal Prison Industries, Inc. from 1982 to 1991. Mr. Shirfey has also
served as a member of the Santa Cruz County Emergency Medical Care Commission and the State of
California Emergency Medical Service Advisory Committee.

Joseph R. Paolclla has served as an Executive Vice President and a director of the Company, and
President of New Haven Ambulance Services, Inc., a subsidiary of the Company, since 1992. Mr. Paolella was
an Executive Vice President of New Haven Ambulance, Inc. from 1974 to August 1992 when it was acquired
by the Company. He was a founding Director of thc Connecticut Ambulance Association and served as its
President from 1980 to 1988. Mr. Paolella is currently the Chairman of the Government Affairs Committee
for the American Ambulance Association which is responsible for public relations with Federal government
agencies including the Health Care Finance Administration.

William E. “Earl” Riggs has scrved as an Exccutive Vice President and a director of the Company since
August 1992. Mr. Riggs is also Chief Executive Officer and President of Regional Ambulance, Inc. and
American Medical Responsc West, subsidiarics of the Company. Mr. Riggs was President and Chicf
Executive Officer of Regional Ambulance, Inc. until August 1992 when it was acquired by the Company. He
co-founded Fremont Ambulance Company in 1964 and during the subsequent twenty-five year period
organized Regional Ambulance. In 1974, he participated in the rcorganization of the Alameda County
Emergency Medical Care Committee and assisted in the development of an ambulance response system for
Alameda County. Mr. Riggs has served as a member of the Committee for Benefit Assessment for the
Alameda Emergency Medical Services District as well as the Medical Services Advisory Committee of the
Governor's Emergency Task Force on Earthquake Preparedness. He has served as a Director of the American
Ambulance Association, an Advisory Board Member to the State Legislature on Emergency Medical Services
and President of the California Ambulance Association.

Ronald M. Levenson has served as a Senior Vice President and the Chief Accounting Officer of the
Company since October 1, 1992. From 1985 to September 1992, Mr. Levenson was a senior manager at
KPMG Peat Marwick, a public accounting firm, where he was employed from 1979 to 1992. Mr. Levenson is
a Certificd Public Accountant and is a former lecturer in accounting at the Boston University School of Law
and Northeastern University.

Michael J. McClymont has served as a Senior Vice President of the Company since February 1992,
Since February 1991, he has been an Associate at Exel Holdings, Lid. From 1989 to 1991, Mr. McClymont
was President and Chief Operating Officer of Mycor Services. a food and vending service company. From
1988 10 1989, Mr. McClymont was President of Food Concepts, Inc.. an indirect subsidiary of ADT, which
subseqguent to Mr. McClymont's tenure filed a petition for bankruptcy under the federal bankruptey laws.
From 1985 1o 1988. he served as Vice President of Business Development for ADT Maintenance Services,
Inc. From 1984 to 1985, Mr. McClymont served as Regional Manager at Canteer Services. In addition. from
1979 to 1984, he served as Vice President for Food and Vending Operations at ARA Services. Inc.

John K. Rester has served as a Senior Vice President of the Company and President of Mobile Medic
Ambulance Service. Inc. a subsidiary of the Company, since November 1992, Mr. Rester was President and
Chief Executive Ofticer of Mobile Medic Ambulance Service. Inc. from 1977 to November 1992 when it was
acquired by the Company.

Michael A. Baker has served as a director of the Company since February 1992. Mr. Baker is currently
President of Notre Capital Ventures. Ltd. Mr. Baker was u co- founder of Sanifill, Inc., a developer and
operator of nonhazardous solid waste landfills, where he held the positions of Co-Chief Executive Ofticer from
May 1989 through November 1989, Senior Vice President —— Corporate Development from December 1989
10 October 1991, and director fromi May 1989 to May 1992, From August 1987 through March 1989, Mr.
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Baker was Chief Financial Ofticer for ENSR Corporation, an environmental engincering consulting firm.
From 1984 through 1987, Mr. Baker was a principal with the law firm of Baker & Kirk, P.C. in Houston,
Texas. Mr. Baker taught at the University of Houston Law Center both full time and part time from 1971
through 1985. From 1972 through 1983, he was employed by Browning-Ferris Industries, Inc. with
responsibility for the acquisition of companies in the wasie industry. Mr. Baker is a director of Allwaste, Inc.

David B. Hammond has served as a dircctor of the Company since August 1992. Mr. Hammond is also
currently Deputy Chairman of ADT and has been on ADT's board of directors since September 1984, From
1981 to 1984, Mr. Hammond was a dircctor of Hawley Group PLC, the predecessor company of ADT. From
1973 to 1980, he was employed by Thorn-EMI PLC, in various senior financial positions including financial
and commercial director of its Entertainment Division. Mr. Hammond is also a Chartered Accountant.

James E. McGrath has served as a director of the Company since February 1992. Since April 1989, Mr.
McGrath has been Chairman and Chief Executive Officer of Fairfax Capital Partners, Inc., a private
investment firm. From Junc 1987 to April 1989, he was Managing Director of William E. Simon & Sons, Inc.,
a private merchant banking company. From September 1981 through June 1987, he was employed by EF
Hutton & Company, Inc. where he served at various times as President of its venture capital subsidiary, head
of the firm’s merchant banking operation and as a corporate Senior Vice President. From 1979 untii 1981, Mr.
McGrath was Chairman and Chief Executive Officer of McLaughlin, Inc., a private construction firm. Mr.
McGrath is Chairman of the Board and a director of Perceptron, Inc., a manufacturer of laser-based sensor
and image processing systems.

John Larkin Thompson has scrved as a director of the Company since August 1992. Mr. Thompson has
been of counsel to the law firm Nutter, McClennen & Fish since January 1993. Mr. Thompson has been a
director of Blue Cross and Blue Shield of Massachusetts, Inc. since 1987. From 1987 to September 1992, Mr.
Thompson was President and Chief Exccutive Officer of Blue Cross and Blue Shield of Massachusetts, Inc.
Mr. Thompson was President of Blue Shicld of Massachusetts from 1970 unti] 1987 when the company
merged with Blue Cross of Massachusetts. From 1964-1970 he was an attorney with the Boston law firm of
Palmer & Dodge. During the past 20 years, Mr. Thompson has been a member of various regional and
national heaith care related organizations, including the National Advisory Council on Health Care
Technology Assessment, the Health Insurance Benefits Council and the Advisory Panel on National Health
Insurance for the Subcommittee on Health, U.S. House of Representatives Ways and Means. Mr. Thompson
also served as Vice Chairman of thc Massachusetts Advisory Board of Emergency Medical Services from
1975 to 1978. Mr. Thompson is a director of EG&G, Inc., a diversified, technical manufacturing company.

26

FATT - VOUEPIRNI



Compensation wi Executive Officers

The following table sets forth information with respect to compensation paid to or accrued in 1992
(beginning on the date in August 1992 when the Company acquired by merger four ambulance providers) on
behalf of the Chief Executive Officer and each of the other four other most highly paid Executive Officers of
the Company in 1992 (the “Named Executive Officers”). None of the Named Executive Officers has been
granted any stock options. Base salary for Messrs. Verrochi and Puopolo was determined by the Company
prior 1o its initial public offering. Base salary and certain perquisites for the other Named Executive Officers,
who are former stockholders of providers acquired by the Company, was determined by the board of directors
of the Company at the time of the acquisition of their companies. Additional compensation and increases in
base salary for the Named Exccutive Officers will be determined by the Compensation Commiittee of the
Company’s Board of Directors. :

Summary Compensation Table

Annual Compensation All Other
Name and Principal Position Year Salary Other(1)  Compensation

Paul M. Verrochi .. .ot e e e e 1992 $64,583 §$ — $—
Chairman, Chicf Executive Officer and President

Dominic J. Puopolo........ ... .o i, 1992 52,083 - -
Executive Vice President, Chief Financial Officer
and Treasurer

Paul T. Shirley ... ..o 1992 63.462 9,198 2.083(2)
Executive Vice President and Director

Joseph R.Paolefla. . ...... .. ... ... .. 1992 60,577 — 3,000(3)
Eaecutive Vice President and Director

Willilam E Riggs. .. ..o e 1992 57,796 14,345 —_

Executive Vice President and Director

(1) No Named Executive Officer, other than Messrs. Riggs and Shirley, reccived other compensation in
excess of the lesser of $50,000 or 10% of his cash compensation. The amounts included for Mr. Riggs and
Mr. Shirley reflect the cost of perquisites provided to them by the Company, none of which exceed 25%
of his total perquisites except for the cost of automobiles for Mr. Riggs of $13,095 and for Mr. Shirley of
$7.998.

(2) Represents the dollar values of insurance premiums paid by the Company for life insurance for the
benefit of Mr. Shirley.

(3) Represents Company contributions under a profit sharing plan maintained by one of the Company’s
subsidiaries.

See footnote 8 to the accompanying Consolidated Financial Statements for information regarding certain
relationships between the Company and certain of its directors and executive officers.

Employment Agreements

Messrs. Verrochi, Puopolo, Riggs, Shirley and Paolella have each entered into an employment agreement
with the Company that entitles him to receive an annual base salary as well as such bonuses as mav be
authorized from time to time by the Board of Directors. Each agreement has a term of threc years expiring in
1995, with automatic extensions of ore year unless terminated, with a covenant-not-to-compete with the
Company for a period of up to two years following termination of employment. The agreement requires the
exccutive to devote his full time, attention and efforis to the business and affairs of the Company. If the
Company terminates the agreement other than for cause, the Executive will be entitled to continue to receive
his base salary through the end of the term. If termination is for cause as dcfined in the agreements, the
Executive will be entitled to receive his base salary through the date of termination. Base annual salaries for
1993 are Mr. Verrochi — $155.000, Mr. Puopolo — $125000. Mr. Riggs — $150.000. Mr. Shirley —
$130,000 and Mr. Paolella — $150,000.
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PRINCIPAL AND SELLING STOCKHOLDERS
The following table sets forth certuin information with respect to the beneficial ownership of shares of Common

Siock as of August 9, 1993 (i) individually by the Named Executive Officers and each dircctor of the Company, (ii) by
all executive officers and directors of the Company as a group. (iii) by each person known to the Company to be the

ben

eficial owner of more than five percent of the Company’s outstanding Common Stock and (iv) by each of the Selling

Stockholders. Except as noted below, cach of the persons listed has sole investment and voting power with respect to the
shares indicated. The aadress of each executive officer and direct ., listed is c¢/o the Company.

Amount of Beoeficial Amount of Beneficial
wership Owncership
of Common Stock of Common Stock
Prior to Offering After Offcring (1) Number of
Executive Officers, Percentage Number of P 1P Sk
Directors and 5% Number of Outstanding Shares to Nomber of  Outstanding sub, to
Stockholders Shares Shares(2) be Offered Shares Shares(2)(3) Orer-all
William E. Riggst®*(4) ................ oo LT12,785 15.28% 179,145 1,533,640 11.45% 137,114
Paul T. Shirleyt*(S) .. ................ .o 1238202 11.05 120,410 1,1§7,792 8.35 92,158
Paul M. Verrochit®*(6) ................. .. 936,525 8.36 91,220 845,305 6.31 69819
Dominic J. Puopolo?®*(7) ... ........... ... 749,132 6.68 73.271 675,861 5.05 56,078
Joseph R. Paolellat® . ... ... .......... .. 317,072 2.83 29410 287.662 2.15 9,026
James E. McGrath®(8) .............. ... .. 308,628 2.75 30,088 278,540 208 23.030
Michacl A. Baker*(9) .................... 120,517 1.08 0 120,517 i 1]
Michael J. McClymont(10) . ........... ... 60.039 b 3,861 54,178 ., 4,486
John Larkin Thompson®*(I1) ............... 10,000 b 0 10,000 e 0
David B. Hammond*(11) ................. 10,000 hid 0 10,000 e 0
All executive officers and directors as a group
(12 persons)(12) ...... ... ......... ... 5735193 5:.06 529,405 5,205,788 38.81 391,711
Other Selling Stockholders
Phillip Paolella, Jr. ... ... ... .......... . 292,073 2.61 13,435 278,638 2.08 0
Ladenburg, Thalmann & Co. Inc.(13) ... .. ... 180,000 1.58 180.000 0 0 0
Stephen Donohoe. .. ...l 160,752 1.43 15,635 145,137 1.08 11,953
Robert T. Allen(14) .. ... ... ... ... ..... 67.65% b 6.340 61,318 o 4,852
Rosaria Donchoe ......................... 53.584 b 5.205 48,379 i 3984
Verrochi Family Charitable Trust(15) .... ... 25.000 b 25,000 0 0 0
Junemarie Verrochi(16) ................... 50.000 hid 4.875 45,125 id 3,755
Sonia M. Puopolo(16) .................... 50.000 hid 43875 45,125 hid 275
Andrea McGrath(16) _.................... 50.000 hde 4875 45,125 b 3,738
Donna McClymont(16) ............ ..... 30,000 i 2925 27,075 i 2,253
t Named Exccutive Oftficer.
* Dircctor of the Company.
** Less than one (1) pereent.

(1) Assumes no excrcise of the Underwriters’ over-allotment options.

(2) Bascd on 11.208.720 shares outstanding on August 9, 1993, Includes shares icsuable pursuant to warrants and options held by the respective person
which may be excercised during the 60 days following the date of this Prospectus

(3) Includes tke 2.000.000 shares offered by the Company hereby and 180,000 shares issuable upon excrcise of warrants held by a Selling Stockholder.

{4) Represents shares held by Mr. Riggs and bLs wife, Sharon Riggs. in 4 revocablz trust for their benefit.

{5) Represents 1,101.602 shares held by Mr. Shirley and his wife, Patricia Shirley, in a revocable trust for their benefit and 136,600 sharcs held by Mr.
Shirley’s children. as to which he disclaims bencficial ownership.

(6) Includes (a) 50.000 shares held by Junemaric Verrochi, Mr. Verrochi's wife, as 1o which he disclaims beneficial ownership, of which 4,875 shares
are being sold in the Offerings and an additional 3,755 shares arc subject to the Undensriters” overallotment options and (b) 25,000 shares to be
transferred by Mr. Verrochi to the Verrochi Family Charitable Trust, of which Mr. and Mrs. Verrochi are the trusices, and which arc being sold in
the Offerings.

(7) Includes 50,000 shares heid by Sonia M. Puopolo. Mr. Puopolo’s wife, as 10 which he disclaims beneficial ownership, of which 4.875 shuarcs are

being sold in the Offerings and an additional 3,755 shares are subject to the Uadenwriters” overallotment options.
Includes S0.000 shares held by Andrea McGrath, Mr. McGrath's wife, as to which he dise! “ms beneficial ownership, of which 4,875 shares arc

being sold in the Offerings and an additional 3.755 shares are subject to the Underwriters” overallotment opiions.

{9) Cwned by Wasatch Capital Corporation, a corporation owned by Mr. Baker's children. Mr. Baker disclaims beneficial ownership of these shares.
{10) Includes 30.000 shares held by Donna McClymont, Mr. McClymont's wife, as 1o which he disclaims bencficial ownership, of which 2,925 shares

(1t

are being sold in the Offerings and an additional 2.253 shares are subject to the Underwriters’ overaliotment options.
) Rcpresents shares subject to currently exercisable options.

(12) Includes shares issuable pursuant 1o sprions held by executive officers and directors which may be excrcised during the 60-day period foilowing the

(13

date of this Prospectus.
) Represents shares issuable upon exercisc of warrants to purchase Common Stock.

{14} Includes 2.200 sharcs held by Mr. Allen’s children, as 1o which he disclaims heneficial uwnership and 2.500 shares subject to currently exercisable

options.

(13) Represents shares that will be transferred to the Verrochi Family Charitable Trust by Mr. Verrochi after the ceffectiveness of the registration

statement of which this Prospectus is a part and prior 10 the exccution of the Underwriting Agreements.

(163 Excludes shares Beld by the respective person’s spouse as o which such person disclaims beneticial ownership.
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Shares Eligible for Future Sale

Of the approximatcly 11,208,720 shares of Common Stock outstanding at August 9, 1993, approximately
7.2 miilion shares are “restricted securities™ and may not be resold except pursuant to an effective registration
statement or an applicable exemption from registration, including an excmption under Rule 144. The
remaining shares are freely tradeable without restriction ..ader the Securitics Act, unless held by an “affiliate”
of the Company as thzi term is defined in Rule 144 under the Sccurities Act (an “Affiliate™) or in certain
instances subject to certain restrictions under Rule 145.

Approximatcly 4.2 million of the restricted shares were issued to former stockholders of providers
acquired by the Company and are subject to contractual restrictions on transfer without the consent of the
Company. These restrictions expire two years from the date of issuance of the shares. )

In August 1992, Messrs. Verrochi and Puopolo each entered into a Stock Restriction Agreement with the
Company, Mr. Riggs and Mr. Shirley which provides that 60% of the shares originally issued to him by the
Company are subject to repurchase by the Company at $.01 per share in the event of his voluntary resignation
as an employee of the Company or the termination of his employment by the Company for cause. The
restrictions lapse ratably cach August over four years beginning in August 1993. In addition, all restrictions
lapse as to either Mr. Verrochi or Mr. Puopolo if he dies or is incapacitated. his employment is terminated by
the Company other than for cause, the Company is a purty to a merger or consolidation or sells all or
substantially all of its assets, or cither Mr. Riggs or Mr. Shirley voluntarily resigns his employment with the
Company, is terminated by the Company for cause or fails to renew his employment agreement for an
additional one year beyond the original three-year term. As of August 13, 1993, 422,336 shares held by Mr.
Verrochi and 338,909 held by Mr. Puopolo remain subject to the restrictions.

In general, under Rule 144 as currently in effect, a person (or persons whose shares are aggregated),
including an Affiliate, who has beneficially owned “restricted securities™ (as that term is defined in Rule 144)
for a period of at least two years from the later of the date such restricted securities were acquired from the
Company or the date they were acquired from an Affiliate, is entitled to sell, within any three-month period, a
number of such securities that does not exceed the greater of 1% of the then outstanding shares of the
Company’s Common Stock or the average weekly trading volume in the Company’s Common Stock during
the four calendar weeks preceding the filing of notice of such sale. Sales under Rule 144 are also subject to
certain restrictions on the manner of sale. notice requirements, and the availability of current public
information about the Company. Afliliates may sell shares not constituting restricted securities in accordance
with the foregoing volume limitations and other restrictions, but without regard to the two-year holding period.
Further, under Rule 144(k). if a period of at least thice years has clapsed between the later of the date
restricted securitics were acquired from the Company and the date thev were acquired from an Affiliate of the
Company, a holder of such restricted securities who is not an Aftiliate of the Company at the time of the sale
and has not been an Affiliate of the Company for at least three months prior to the sale would be entitled to
sell the shares immediately without regard to the volume limitations and other conditions described above.

As of August 9, 1993, 1,578.112 shares of Common Stock are available fer issuance under a shelf
registration statement and generally will be freely tradeable after their issuance under Rule 145 (unless held
by an Affiliate), subject to the volume and manner of sale restrictions under Rule 144, In addition, the
Company has filed S-8 registration statements under the Securities Act registering 21l 1,.000.000 shares of
Common Stock issuable under the Company’s stock plans. Shares issued upon the exercise of options
generally will be freely tradeable. At August 9. 1993, the Company had outstanding under its 1992 Equity
Incentive Plun options to purchase appronimately 428,350 shares, and options to acquire approximately
101.675 shares were then immediately exercisable. In addition. Advest Inc. holds warrants to purchase
120.000 shures of Common Stock which may be exercised at any time prior to August 5, 1997,

The Company. each executive officer and director of the Company and the Seiling Stockholders have
agreed not to sell or otherwise dispose of any shuares of Common Stock for a period of 180 days after the date
of this Prospectus without the prior written consent of the Representatives of the U.S. Underwriters, except in
the case of the Company in connection with certain permitted issuances described in the Underwriting
Agreements. In addition. Advest. Inc. has agreed not to sell or otherwise dispose of its warrants or shares
issued upon exercise of the warrants for a period of 180 davs after the date of this Prospectus.
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Registration Rights

After giving effect to the Offering, holders of approximatcly 6,000,000 shares of Common Stock will have
the right, in the event the Company proposes to register under the Securities Act any Common Stock for its
own account or for the account of others, subject to certain exceptions, to require the Company to include
their shares in'the registration, subject to the right of any managing underwriter of the offering to exclude
some or all of the shares for marketing reasons. In addition, Advest, Inc., which holds warrants to purchase
120,000 shares of Common Stock, has the right until August 1997 to require the Company to file a registration
statement covering the shares issued upon exercise of the warrants, subject to the Company's right to delay
such registration for a 60-day period under certain circumstances. The Company hzs also agreed to use its best,
efforts to register for sale under the Securitics Act shares of Contmon Stock issued to former stockholders-of .
providers acquired by tks Company in the cvent that such holders are required to indemnify the Comwan
under the acquisition agreements. P
£ v
N
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CERTAIN UNITED STATES TAX CONSEQUENCES
TO FOREIGN HOLDERS

The following is a discussion of certain anticipated Unit=d States income and estate tax consequences of
the ownership and disposition of Common Stock applicable to Forcign Holders of Common Stock. For the
purpose of this discussion, a “Foreign Holder” is any corporaticn, individual, partnership, estate or trust that
is, as to the United States, a forcign corporation, a non-resident alien individual, a foreign partnership or a
foreign estate or trust as such terms are defined in the United States Internal Revenue Code of 1986, as
amended (the “Code™). This discussion does not deal with all aspects of United States income and cstate
taxation. docs not consider specific facts and circumstances which may be rclevant to a particular Foreign
Holder, and does not address foreign, state and local tax consequences which may be relevant to Foreign
Holders. Furthermore, the following discussion is based on current provisi~s of the Code and administrative
and judicial interpretations thereof as of the date hereof, all of which are subject to change. Prospective
Forcign Holders are urged to consult their tox advisors regarding the United States federal, state, local and
foreign income and other tax consequences of owning and disposing of Common Stock. '

Dividends

Divjdends paid to a Foreign Holder of Common Stock will be subject to withholding of United States
federal income tax at a 30% rate, or such lower rate as may be specified by an applicable income tax treaty,
unless either (i) the dividends are effectively connected with the conduct of a trade or business by the Foreign
Holder within the United States and the Foreign Holder properly files United States Internal Revenue Service
Form 4224 (or such other applicable form that may be required by the Internal Revenue Service) with the
Company or its dividend paying agent or (ii) if a tax treaty applies, the dividends are attributable to a US.
permanent establishment maintained by the Foreign Holder. If the dividends are effectively connected with a
U.S. trade or business or, if a tax treaty applies, are attributable to a U.S. permanent establishment, they wi'l
be subject to the United States fede-al income tax at the same rates wpplicable to domestic corporations or
U.S. citizens or residents, as the case may be. In the case of a corporate Foreign Holder, such effectively
connected income may also be subject to the U.S. branch profits tax, whic » is generally imposed at a 30% rate
(or lower treaty rate) on the repatriated portion of the forcign corporaticn’s earnings and profits which are
cffectively connected with the conduct of a trade or business within the United States. Foreign Holders which
are partnerships or trusts may be subject to certain additional withholding requirements.

Under current United States Treasury Regulations, dividends paid 10 an address outside the United
States are presumed to be paid to a resident of such ceuntry for purposes of the withholding tax discussed
above and. under the current interpretation of United States Treasury Regulations, for purposes of
determining the applicability of a tax treaty rate. However, under proposed United States Treasury
Regulations not currently in effect, a Foreign Holder of Common Stock who wishes to claim the benefit of an
applicable treaty rate would be required to satisfy certain certification and other requirements. A Foreign
Holder of Common Stock eligible for a reduced rate of United States withholding tax pursuant to a tax treaty
may obtain a refund of any excess amounts withheld by filing an appropriate claim for refund with the Internal
Revenue Scrvice within the time penod applicable to such claims.

Disposition of Common Stock

A Foreign Holder generally will rot be subject to United States federal income tax or any gain realized
upon the sale nr other disposition of Common Stock. unless (i} such gain is effectively connected with the
conduct of a United States trade or business of the Foreign Holder, (ii) the Foreign Holder is an individual
who has a tax home in the United States and is present in the United States for a period or periods aggregating
183 days or more during the taxable year in which such disposition occurs and certain other conditions are
met, (iii) the Foreign Holder is a former citizen of the United States whose loss of citizenship within the
preceding ten-year period had as one of its principal purposes the avoidance of United States tax, or (iv) the
Company is, or has been at any time durning the five-year period preceding the disposition, a “United States
real property holding corporation™ and the Foreign Holder directiy or indirectly owned mare than 5% of the
vaiue of the outstanding Common Stock at any time during such five-yzar period. Generally, a corporation is a
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“United States real property holding corporation™ if the fair market value of its United States real property
interests equals or exceeds 50% of the sum of the fair market value of its worldwide real property interests plus
its other asscts used or held for use in a trade or business. Foreign holdcrs should consult their own tax advisors

regarding the rate at which their gain, if any, on the sale of Common Stock would be taxed if they meet any
one of the four conditions described above.

Backup Withholding and Information Reporting

The Company must report annually to the Internal Revenue Service and to each Foreign Holder the
amounts of dividends paid and tax withheld with respect to such Foreign Holder's shares of Common Stock.
These information reporting requirements apply regardless of whether withholding was reduced or climinated
by an applicable tax treaty. This information may also be made available to the tax authorities of the country
in which the Forcign Holder resides. United States backup withholding tax (imposed at a rate of 31% on
dividends paid to certain holders who fail to provide in the required manner such identifying information, as
the holder’s name, address and taxpayer identification number, or under certain other circumstances)
generally docs not apply to dividends that are subject to the 30% U.S. withholding tax or reduced tax treaty
rate or to dividends paid to a Foreign Holder at an address outside the United States or otherwise to a Foreign
Holder who is an “exempt recipient’” (such as a corporation). l

The payment of the proceeds of a Foreign Holder’s disposition of Common Stock to.or through a United
States office of a broker will be subject to information reporting and backup withholding, unless the Foreign
Holder certifics, among other things, its status as a Foreign Holder or otherwise establishes an exemption from
backup withholding. The payment of the proceeds of a Foreign Holder’s disposition of Common Stock to or
through a non-United States office of a broker will not be subject to information reporting or backup
withholding, unless the broker is a United States person, a controlled foreign corporation for United States tax
purposes or a foreign person 50% or more of whose gross income was cffectively connected with the conduct of
a trade or business within the United States during the three-yeur period ending with the close of the taxable
year preceding the year of payment, in which case information reporting will apply to such payment unless
such broker has documentary evidence in its files of the payee’s non-United Staies status and has no actual
knowledge to the contrary, or the payee otherwise establishes an exemption.

The backup withholding and information reporting rules are under review by the Internal Revenue
Service and their application to Foreign Holders could be changed by the adoption of proposed regulation or
the issuance of new regulations.

Estate Tax

Common Stock owned, or treated as owned. by a nonresident alicn individual at the time of his death will
be included in such holder’s gross estate for United States federal estate tax purposes and thus will be subject
to United States federal estate tax. unless an applicable estate tax treaty provides otherwise.
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UNDERWRITING

The underwriters of the United States Offering of the Common Stock (the “U.S. Underwriters”), for
whom Lchman Brothers Inc., Kidder, Peabody & Co. Incorporated and Advest, Inc. are acting as
representatives (the “Representatives™), have severally agreed, subject to the terms and conditions of the U.S.
Underwriting Agreement, the form of which is filed as an exhibit to the Registration Statement, to purchase
from the Company and the Sclling Stockholders, and the Company and the Selling Stockholders have agreed
to sell to the U.S. Underwriters, the aggregate number of shares of Common Stock sct forth opposite their
respective names below:

Number of
U.S. Underwriters Shares
Lehman Brothers Inc. ... o e
Kidder, Peabody & Co. Incorporated .............................
Advest. InC. ..o e e
Total L. 2,200,000

The managers of the International Offcring of the Common Stock (the “International Managers™), for
whom Lchman Brothers Intcrnational (Europe), Kidder, Peabody International Limited and Advest, Inc. are
acting as lead managers (the “Lead Managers™), have severally agreed, subject 1o the terms and conditions of
the International Underwriting Agreement, the form of which is filed as an exhibit to the Registration
Statement, to purchase from the Company and the Selling Stockholders, and the Company and the Selling
Stockholders have agreed to sell to the International Managers, the aggregate number of shares of Common
Stock set forth opposite their respective names below:

Number of
laternational Managers Shares
Lchman Brothers International (Europe) . ... ... ... ... .. ... ...
Kidder, Peabody Intemnational Limited ... ... ... ... ............
Advest, Inc. ...
Total ... 550,000

The U.S. Underwriting Agreement and the International Underwriting Agreement (collectively, the
“Underwriting Agreements’) provide that the obligations of the several U.S. Underwriters and the Intema-
tional Managers to purchase shares of Common Stock are subject to the certain conditions contained therein,
and that if any of the foregoing shares of Common Stock are purchased by the U.S. Underwriters pursuant to
the U.S. Underwriting Agrcement or by the International Managers pursuant to the International Underwrit-
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ing Agrcement, all the shares of Common Stock agreed to be purchased by either the U.S. Underwriters or
the International Managers, as the case may be, pursuant to their respective Underwriting Agreements must
be so purchased. The offering price and underwriting discounts and commissions for the United States
Offering and the International Offering are identical. The closing of the United States Offering is a condition
to the closing of the Interational Offering, and the closing of the International Offering is a condition to the
closing of the United States Offering.

The Company has been advised that the U.S. Underwriters and the International Managers propose to
offer the shares of Common Stock directly to the public at the public offering price set forth on the cover page
of this Prospectus, and to centain selected dealers (who may include the U.S. Underwriters and the
International Managers) at such public offering price less a selling concession not in excess of $  per share.
The sclected dealers may reallow a concession not in excess of §  per share to certain brokers and dealers.
After the initial public offering, the public offering price. the concession to selected dealers and the
reallowance may be changed by the Representatives and the Lead Managers.

The U.S. Underwriters and the International Managers have entered into an Agreement between U.S.
Underwriters and International Managers pursuant to which each U.S. Underwriter has agreed that, as a part
of the distribution of the shares of Common Stock offered in the United States Offering, (a) it is not
purchasing any such shares for the account of anyonc other than a U.S. person and (b) it has not offered or
sold, and will not offer, sell, resell or dcliver, directly or indirectly, any of such shares or distribute any
prospectus relating to the United States Offering to anyone other than a U.S. person. In addition, pursuant to
this same Agreement, each International Manager has agreed that, as pan of the distribution of the shares of
Common Stock offered in the International Offering, (a) it is not purchasing any of such shares for the
account of any U.S. person and (b) it has not offered or sold, and will not offer, sell or deliver, directly or
indircctly, any of such shares or distribute any prospectus relating to the International Offering to any U.S.
person. The foregoing limitations do not apply to stabilization transactions or to certain other transactions
specified in the Underwriting Agreements and the Agreement between U.S. Underwriters and International
Managers. including (i) certain purchases and sales between the U.S. Underwriters and the International
Managers, (ii) certain offers, sales, resales, deliverics or distributions to or through investment advisors or

_ other persons exercising investment discretion, (iti) purchases, offers or sales by a U.S. Underwriter who is
also acting as an International Manager or by an International Manager who is also acting as a U.S.
Underwriter and (iv) other transactions specific -‘ly approved by the Representatives and the Lead Managers.

Pursuant to the Agreement between U.S. Underwriters and Intcrnational Managers, sales may be made
between the U.S. Underwriters and the International Managers of such number of shares of Common Stock
as may be mutually agreed. The price of any shares so sold shall be the public offering price as then in effect
for Common Stock being sold by the U.S. Underwriters und the International Managers, less an amount not
greater than the sclling concession allocable to such Common Stock. To the extent that there are sales
between the U.S. Underwriters and the International Managers pursuant to the Agreement between U.S.
Underwriters and International Managers, the number of shares initially available for sale by the U.S.
Underwriters or by the International Managers may be more or less than the amount specified on the cover
page of this Prospectus.

Each International Manager has represented and agreed that (i) it has not offered or sold, and will not
offer or sell. in the United Kingdom, by means of any documents. any shares of Common Stock other than 1o
persons whose ordinary business it is 1o buy or scll shares or debentures, whether as principal or agent (except
under circumstances which do not constitute an offer to the public within the meaning of the Companies Act
of 1985): (i) it has complied and will comply with all applicable provisions of the Financial Services Act of
1986 with respect to anything done by it in relation to the Common Stock in, from or otherwise involving the
United Kingdom, and (iii) it has only issued or passcd on, and will only issue or pass on to any person in the
United Kingdom, any document received by it in connection with the issue of the Common Stock if that
person is of a kind described in Article 9(3) of the Financial Services Act of 1986 (Investment Advertise-
ments) (Exemptions) Order 1988.
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No action has been taken in any jurisdiction by the Company or the International Managers that would
permit a public offering of the shares offered pursuant to the Offerings in any jurisdiction where action for that
purpose is required, other than the United Siates. Persons into whose possession this Prospectus comes are
required by the Company and the International Managers 1o inform themselves about and to observe any
restrictions as to the offering of the shares offered pursuant to the Offerings and the distribution of this
Prospectus.

Purchasers of the shares offered hereby may be required to pay stamp taxes and other charges in
accordance with the laws and practices of the country of purchase in addition to the offering price set forth on
the cover hereof.

Selling Stockholders have granted to the U.S. Underwriters an option to purchase up to an additional
330,000 shares of Common Stock and the International Managers have been granted a similar option to
purchasc up to an additional 82,500 shares of Common Stock at the initial public offering price less the
aggregate underwriting discount, solely to cover over-allotments if any. The options may be exerciscd at any
time up to 30 days after the date of this Prospectus. To the extent that the U.S. Underwriters or the
Intcrnational Managers excrcisc such options, cach of the U.S. Underwriters or the International Managers,
as the casc may be, will be committed, subject to certain conditions, to purchase a number of option shares
proportionate to such U.S. Underwriter's or International Manager’s initial commitment.

The Company and its executive officers and directors, and the Selling Stockholders, have agreed not to
offer, sell or otherwise dispose of any shares of Common Stock for a period of 180 days after the date of this
Prospectus without prior written conscnt of the Representatives, except in the case of the Company in
connection with certain permitied issuances described in the Underwriting Agreements. Advest, Inc., which
holds warrants to purchase 120,000 shares of Common Stock, has also agreed not to offer, seli or otherwise
disposc of such sharcs for a period of 180 days after the date of this Prospectus without the prior written
consent of the other Representatives. The Company and the Selling Stockholders have agreed to indemnify
the U.S. Underwriters and the International Managers against certain liabilities, including liabilities under the
Securitics Act, or to contribute to payments that the U.S. Underwriters and International Managers may be
required to make in respect thereof.

Advest. Inc. received its warrants as partial compensation for acting as an underwriter in the Company’s
initial public offering. Since the Company’s initial public offering, Advest, Inc. has carned an aggregate of
approximately $335,000 from the Company for consulting services rendered in connection with the structuring
and negotiating of the Company's line of credit and the implementation of the Compuny’s acquisition
program. Since October 23, 1992, the services provided to the Company by Advest, Inc. have been governed
by a letter agreement which provides for fees to be paid by the Company to Advest, Inc. for specified and
ongoing services and for success fees negotiated on a transaction by transaction basis.

Following the cffectiveness of the Registration Statement of which this Prospectus is a part, and until the
cxccution and delivery of the Underwriting Agreements by the Verrochi Family Charitable Trust, the
Verrochi Family Charitable Trust. one of the proposed Selling Stockholders. may sell the 25,000 shares to be
sold by it in a transaction o transactions other than to the U.S. Underwriters and the International Managers.
Such sales may be effected on the New York Stock Exchange. in a negotiated transaction or ctherwise, at
prevailing market prices or negotiated prices. The shares may be sold through one or more broker-dealers, who
may be deemed to be underwriters with respect to such shares.

LEGAL MATTERS

The validity of the Shares offcred hereby will be passcd upon for the Company by Ropes & Gray. Boston,
Massachusetts, Keith F. Higgins, a partner with Ropes & Gray, is secretary of the Company. Certain legal
matters related to this Offering will be passed upon for the Underwnters by Fulbright & Jaworski L.L.P., New
York. New York.

35



EXPERTS

The audited consolidated financial statements of the Company listed in the Index to Financial
Statements on page F-1, and included herein, and the audited financial statements as of and for the ycar ended
December 31, 1991 of Buck Medical Scrvices, Inc. and as of and for the years ended December 31, 1992 and
1991 of Randle Eastern Ambulance Service Inc. incorporated herein by reference have been included herein
and in the Registration Statement in reliance upon the reports of KPMG Peat Marwick, independent certified
public accountants, appearing clsewhcre herein or incorporated herein by reference, and upon the authority of
said firm as experts in accounting and auditing. The audited financial statements of Mobile Medic Ambulance
Service, Inc. incorporated herein by - ‘ference have been incorporated herein in reliance upon the reports of
Arthur Andersen & Co., independent iblic accountants, incorporated herein by reference, and upon the
authority of said firm as experts in accounting and auditing. The audited financial statements of Ambulance
Service Company incorporated herein by reference have been incorporated by reference in reliance upon the
reports of Gelfond Hochstadt Pangburn Stark & Co., indcpendent certified public accountants, incorporated
by reference, and upon the authority of said firm as experts in accounting and auditing.

ADDITIONAL INFORMATION

The Company has filed with thc Commission a Registration Statement with respect to the Common
Stock offered hereby. This Prospectus, filed as part of the Registration Statement, does not contain all the
information contained in the Registration Statement, certain portions of which have been omitted in
accordance with the rules and regulations of the Commission. For further information with respect to the
Company and the Common Stock offered hereby, reference is made to the Registration Statement including
the exhibits an-! schedules thereto. Statements contained in this Prospectus as to the contents of any contract
or any other document are not necessarily complete, and in cach instance, reference is made to the copy of
such contract or other document filed as an exhibit to the Registration Statement, cach such statement being
qualified in all respects by such reference. All of these documents may bz inspected without charge at the
Public Reference Section of the Commission at Judiciary Plaza, 450 Fifth Street, N.W., Washington, D.C.
20549. Copies can also be obtained from the Commission at prescribed rates.
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Independent Auditors’ Report

The Board of Directors
American Medical Response, Inc.:

We have audited the accompanying consolidated balance sheets of American Medical Response, Inc. and
subsidiaries (the “Company”) as of December 31, 1992 and 1991, and the rclated consolidated statements of
earnings, stockholders’ equity, and cash flows for each of the years in the three-year period ended
December 31, 1992. These consolidated financial statements are thic responsibility of the Company’s
management. Our responsibility is to express an opinion on thesc consolidated financial statements based on
our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall ﬁnancxal statcmcnt prcscntzmon‘
We believe that our audits provide a reasonable basis for our opinion. :

In our opinion, the consolidated financial statements referred to above prcsc'nt fairly, in all material respects,
the consolidated financial position of American Medical Response, Inc. and subsidiarics as of December 3!,
1992 and 1991, and the consolidated results of their operations and their cash flows for each of the years in the
three-year period ended December 31, 1992, in conformity with generally accepted accounting piinciples.

KPMG Peat Marwick

Boston, Massachusetts

February 25, 1993, except as to Note |
(Basis of Presentation) which is as of
June 1, 1993
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AMERICAN MEDICAL RESPONSE, INC.
Consolidated Balance Sheets

June 30, December 31,
1993 1592 1991
(unaudited)
Assets
Current asscts:
Cash and cashequivalents . ................... .o oiail... $ 5,909 $14,600 $ 3,542
Short tCrmM IBVESIMENTS . .. o v v vt eee e iennerrennneennnneennn. — 260 925
Accounts receivable, less allowance for uncompcnsatcd care of .
$16,191,811,655and $10,843 ... ... ... ... ...l 28,082 22,655 19, 672
Advances to stockholders and affiliated parucs ..... [P — —_ 973
TRVENEOTICS .« o oot e et iee s ae e tne e tmee e e aee e 1,152 867 748
Prepaid cxpenses and other receivables ... .. ... ... ... L. 2,888 3.515 2,181
Deferred INCOME tAXES < vvvonvt it ineeeeaaeennnnnnns 5,571 4,472 —
Total CUTTEN! @SSCLS . .o oo e e v ieeereeee e, 43,602 46,369 28,041
Property and equipment, NE ...ttt 15.125 10,555 9.620
Non-current assets:
Cost in excess of net assets acquired, net............ e 29,146 11,153 399
Covenants not to compete, net .. ... e e et 544 735 1,009
(10,3173 1,975 2,036 995
V Total RON-Current assets ... .....ovvueeeernnneennnnnn.. 31,665 13,924 2,403
Total @SSES .. v veeneaaee it e e $90,392 $70.848  $40,064
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payable . ... i i $ 4,264 S 3.607 $ 3,159
Accrued compensation, benefits and taxes .. ................ ..., 6.273 5,094 3,964
ACCTUC EXPEINSES ... veteiee ettt 5,536 2,787 1,627
Income taxes payable ... ...... ... ... 2,068 2,320 2420
Deferred inCOME taXES . ..ot ottt i — — 1,321
Current maturitiesof debt . ... ... ... ... ... . ... 911 5.465 5.137
Total current liabilities ............. .. ... ....... ... .. 19,052 19,273 17,628
Non-current liabilities:
Long-termdebt ... ... .. ... ...l 18,014 7.875 8,031
Subordinated note payable to related party . ... ... ... .. ..., 1,100 1.100 —
Deferred inCOME taXES . ..o omv et i 4,142 4,240 911
Other liabilities . ...\ 676 1.144 623
Total non-current liabilities ............................ 23932 14.359 9,565
Total Habilities . .. .. oo 42,984 33,632 27.193
Stockholders’ equity:
Preferred steck, $.01 par value, 500,000 shares authorized,
NONE 15SUEA . . .ottt — — —
Common stock, S.01 par value, 25,000,000 shares authcorized,
11,126,813, 10,683,828 and 391,459 shares issued
andoutstanding . ... ... ... 111 107 4
Common stock, predecessor companies ........................ — — 90
Additional paid-incapital ........... ... o o oo ool 27,285 21.300 299
Retained €arnings . ........ ... .. i 19,912 15.809 12,528
Note receivable from stockholders .. ... ... ... ... ... ... .. — — (50)
Total stockholders’ equity. . ............................ 47.408 37.216 12,871
Commitments and contingencies
Total Labilities and stockholders’ equity............. . .... $90.392 $70.848 $40,064

See accompanying notes to consolidated financial statements.
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AMERICAN MEDICAL RESPONSE, INC.
Consolidated Statements of Earnings

Totalrevenue...........ooooiii....

Opcrating expeuses:
Salariesand benefits . ................
Uncompensated care.......... e
Other operating expenses .. ...........
Depreciation. ..............o.. Ll
Amortization of intangibles ...........
Total operating expenses .........

Earnings from operations . ........
Interestexpense, net.................

Eamings before income taxes ...........
Incometaxes.........................

Neteamings ...................

PRO FORMA DATA (UNAUDITED —
SEE NOTE 4)

Historical net earnings ...............
Pro forma income taxes (benefit) .. ....

Pro forma net eamings . ................
Pro forma net camnings per common share

Weighted average common shares
outstanding. ........................

See accompanying notes to consolidated financial statements.

(in thousands)

For the Six
Months

Ended June 30, For the Year Ended December 31,

1993 1992 1992 1991 19%0

(unaudited) .
$86,190  $58,343  SI121,192  $108,018  $84,870
42279 29,114 60,577 52,009 40,922
19,116 13,659 28,008 25,862 19,769
14,090 8,946 18,377 16,640 14,554
2,363 1,752 3,396 3,079 2,766
659 273 561 927 1,313
78,507 53,744 110,919 98.517 79,324
7,683 4,599 10,273 '9,501 5,546
433 532 784 1.216 '1.266
7,250 4,067 9,489 8,285 4,280
3,147 1,665 4.250 3,442 1,752
$4103 $2402 § 5239 $ 4843 $ 2528
$4103 $2402 S 5239 § 4843 $ 2,528
— 51 (678) 149 128
$4103 §2351 § 5917 $ 4.694 S 2400
$ 033 $ 030 S 067 $ 059 § 030
10.916 7.968 8.838 7.968 7.968

F-4
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AMERICAN MEDICAL RESPONSE, INC.

Consolidated Statements of Stockholders’ Equity

Balance at December 31, 1989, as
previously reported .. .. ............

Restatement for business acquired as a
pooling-of-inteiests ...............

Balance at December 31, 1989, as
restated .. ...

Note receivable from officer for
purchase common stock .........

Distributions to stockholders .......
NetearDings. .. c.cooevvwnnrnnnn..

Balance at December 31,1990 .......
ilcpaymcm of note receivable ......
Stock repurchase . ... .o.ll..l.
Neteamings. ......covenenneno.ns

Balance at December 31, 1991 .......

Repurchase and retirement of
common stock — Regional .. .. ...

Initial issuance of common stock ...

Repurchase and retirement of
common stock . ... ...,

Distribution to
stockholders — Professionai ... ...

Issuance of stock .............. ..

Distribution of cash portion of
purchasc price for acquisition of
Predecessor Companies..........

Distribution of stock portion of
purchase price for acquisitions and
elimination of Predecessor
Companies’ stock. . .............

Repayment of notes receivable ... ..
Issuance of commen stock .........

Stock options exercised, including
retated tax benefit ... ...

Issuance of stock in connection with
acquisitions . . ..................

Neteamnings.....................
Balance at December 31,1992 .. ... ..

Issuance of stock in conrection with
acquisitions . .. .......... ... ..

Stock options exercised. including
related tax benefit ... ... ...

Neteamnings.....................
Balance at June 30, 1993, (unaudited) . .

(in thousands)

Corecr T
Additional otal
Common Stock  pregecessor  Paid-in  Retulned _ Notes  Stockholders'
Sk A Companies  Capital  Esrwisgs Receivadble _ Equity
- $— $91  S$ 272 $5854 $— $ 6217
391 4 — 33 478 = 515
39 4 91 305 6332 — 6,732
- — — - - (60) (60)
- - - - (415 - (475)
- = = = 2 = @ __ 258
391 4 91 305 8,385 (60) 8,725
- - - - - 10 10
-~ t (N 6) (700} - (707)
— — — — 4,843 —_ 4,843
391 4 90 299 12,528 (50) 12,871
. — ) (12) (1,803) — (1.816)
2730 17 - 8 - ) 74
(510) 5) - 9 - - (14)
- - — — (1s5) — (155)
3000 30 - 21435 — - 21,465
- - — (10,'95)  — - (10,195)
4143 a2 (89) 47— - —
- - — - - s 51
300 3 — 2369~ - 2,372
18— — 197 — - 197
6li 6 — 7021 - 7127
— — — — 5219 — 5,239
10,683 107 — 21300 15809 @ — 37,216
432 4 — 593 — ~ 5943
(P — — 146 — - 146
- = — — 4103 _— 4,103
11127 $11) s— $ 27385 $19912  $— $ 47,408

|
|

See accompanying notes to consolidated financial statements.
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AMERICAN MEDICAL RESPONSE, INC.
Consolidated Statements of Cash Flows

Cash flows from operating activitics:
Neteamings .......................
Adjustments to reconcile net eamings to

net cash provided by operating
activities:
Depreciation............... ...
Amortization ............ooi L
Deferred income taxes .............
Changes in assets and liabilities, net of
acquisitions:
Accounts receivable ...............
Other current assets ...............
Otherassets ...........oooiivan.,
Accounts payable and accrued
EXPENSES - . veeeeee e,
Accrued compensation, benefits and
BAXES « o vevt i el
Income taxes payable ..............
Other liabilities ...................
Net cash p.ovided by operating
actvVIliCs .. ..o e

Cash flows from investing activities:
Acquisition of Predecessor Companics . .
Acquisitions, net of cash acquired. .. ...
Purchase of short term investments . ...
Proceeds from sale of short term

investments . .....................
Purchase of property and
equipment.net....................
Purchase of stock and covenant not to
COMPEIE ..o vieinaaeaaee .
Repayment of advances to related
parties . .. ... ...

Net cash used for investing
activities . ....... ... ...l

(in thousands)

For the Six Months
Ended June 30,

For the Year Ended December 31,

w1
(umaudited)

1992

1991

1%

$ 4103 $ 2,402 $ 5239 $4844 $2528

2,363 1,752 3,396 3,079 2,766
659 273 561 927 1,313
(785) —_ (2,421) 1,002 784
(619) 134 (499)  (5391)  (1.848)
755 (350) (1,208) (239) (132)
98 54 (1,008) 404 (1,058)
(134) 153 (298) 81 1,249
(298) 69 383 1,711 503
(378) 234 (410) 6 (463)
(468) — 524 (156) 448
5,296 4,731 4259 6268 6,090
— — (10.195) - -
(11,282) — (1,785) — —
— (85) — (930) (777
260 — 665 634 73
(2.980)  (i.247) (1460)  (3,763)  (1,927)
— — — (375) —
— (62) 332 — —
$(14.002)  $(1,394) $(12443) $(4434) $(2.631)
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AMERICAN MEDICAL RESPONSE, INC.

Consolidated Statermcnts of Cash Flows — (Continued)
(in thousands)

For the Six Months

Ended June 30, For the Year Ended December 31,
1993 1592 1992 1991 199
(unandited)
Cash fows from financing activities:
Proceeds from issuance of common .
stock ..o e $ — s 74 $ 23911 $ — $ —
Repurchase and retirement of common
StOCK .. - — (314) — _
Proceeds from exercise of
stock options .. ...... e 93 — 127 -— —_
Net borrowings under credit focility . . .. 14,139 — — —_ —
Procceds from borrowings ... .. e — — 1,407 3,144 1,811
Repayment of borrowings............. (14,217) (915) (5,864) (4,321) (3,942)
Principal payments on capital lcase :
obligations ... ............ ... .. — —_ (562) (127) (172)
Net advances to stockholders ......... — (474) 641 (300) 66
Distribution to stockholders . .......... —_ (155) — - (475)
Rcpayment of notes receivable » .
for stock .. .oovneei i — — 51 10 —
Net cash provided by (used for)
financing activities. .. .......... 15 (1.315) 19,242 (1,594) (2,712)
Increase (decrease) in cash and cash
equivalents . .............. ... (8.691) 2,022 11,058 240 747
Cash and cash equivalents beginning of '
period . ... ... 14,600 3.542 3,542 3.302 2,555
Cash and cash equivalents, end
ofpeniod. ...l $ 5909 $ 5,564 $ 14,600 $ 3.542 $ 3.302
Supplemental disclosure of cash flow
information:
Cash paid during the period for:
Interest ... ........ ... .. ......... s 567 S 601 $ 1,144 $ 1,398 $ 1,485
Income taxes . ............iaaan... S 4276 S 1,677 $ 7,026 $ 1,749 $ 1.291
Supplemental schedule of non-cash
transactions:
Issuance »f debt and equipmert for
repurchase of Predecessor Company
commonstock ............... L $ — s — $ 1,516 $ 332 $ —
Issuance of debt for non-compete
AEIOCMENT. « . eete e eaeann s S — S — $ 240 $ 340 —
Issuance of debt for equipment
PUFCRASES . ..ot $ — s — $ 7191 $ 579 $ 2,361
Property acquired under capital lease . .. § — s — S 38 189 $ 4N
Acquisitions:
Assets acquired ........... ..., $ 30.001 $ — S 17,037 S S
Liabilities assumed and issued...... ... (11,794) - (6,710) — —
Common stock issued . ............... (5.943) — (7.127)
Cashpaid.......................... 12,264 — 3.200 — —
Less cash acquired .................. (982) — (1.415) — —
Net cash paid for acquisitions .. ... .. S 11.282 §S — S 1,785 $§ — $§ —

See accoinpanying netes to consolidated financial statements.
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AMERICAN MEDICAL RESPONSE, INC.

Notes to Consolidated Financial Statements
December 31, 1992, 1991 and 1990

(1) Summary of Significant Accounting Policies
Basis of Presentation
The consolidated financial statements of American Medical Response, Inc. and subsidiaries (“Amecri-

can” or the “Company”™) have been prepared to give retroactive cffect to the merger with Randle Eastern
Ambulance Service, Inc. on June, 1993, which was accounted for as a pooling-of-interests.

Principles of Consolidation

The consolidated financial statements include the accounts of American Medical Response, Inc.
(*“American” or the “Company™) and its subsidiaries; American Medical Response West, formerly Vanguard
Ambulance Services (“AMR West™), Regional Ambulance, Inc. (“Regional™), New Haven Ambulance
Services, Inc. (“New Haven™). Profcssional Ambulance Services, Inc. (“Professional”), Mobile Medic
Ambulance Service (“Mobile Medic™), Ambulance Service Company (“Ambulance Service™) and Randle
Eastern Ambulance Service, Inc. (“Randle™). All intercompany balances and transactions have been
eliminated in consolidation.

Reclassifications

Certain amounts for the prior periods have been reclassified to conform with the current period
presentation.

Cast and Cash Equivalents

For purposes of the statement of cash flows, the Company considers all highly liquid instruments with an
original maturity of three months or less to be cash equivalents.

Short Term Investments

Short term investments consist primarily of marketable equity securities which are stated at lower of cost
or market.

Accounts Receivable and Net Revenue

Accounts receivable and net revenue are reported at the cstimated net billable amounts due from
patients, third-party payors and others for services rendered. net of contractual adjustments, which represent
the difference between gross billable charges and the portion of those charges allowable by third-party payors.

LU'=compensated Cure

Uncompensated care results when ambulance service is provided 10 patients for which the Company
receives no reimbursement. The Company expects payment for its charges cach time ambulance transporta-
tion is provided.

Inventories

Inventories consist primarily of medical supplies and are stated at the lower of cost (first-in, first-out) or
market.

L m e



AMERICAN MEDICAL RESPONSE, INC.

Notes to Consolidated Financial Statements
December 31, 1992, 1991 and 1990

Property and Equipment

Property and equipment arc stated at cost. Property and equipment under capital leases are stated at the
present valuc of minimum lease payments at the inception of the lease. Depreciation and amortization are
provided using the straight-line method over the estimated useful lives of property and equipment. Estimated
uscful lives for major assct categorics are 4 years for vehicles, 20 years for buildings, 3-7 years for equipment
and 3-5 years for furniture and fixtures. Equipment held under capital leases and leaschold improvements are
amortized over the shorter of the lease term or estimated useful life of the asset. Amortization of assets subject
to capital leases is included in depreciation expense.

Cost in Excess of Net Assets Acquired

Cost in excess of net assets acquired is amortized straight-line over the period of expected benefit, but not
in excess of twenty-five years. Accumalated amortization amounted to $98,000 and $51,000 at December 31,
1992 and 1991. respectively.

Covenants Not To Compelte

Covenants not to compete are amortized using the straight-line method over the term of the agreements.

Income Taxes

Income taxes are provided based upon provisions of Statement of Financial Accounting Standards
No. 109, *“Accounting for Income Taxes", which requires recognition of deferred income taxes under the asset
and liability method.

Under the asset and liability mcthod, deferred income taxes are recognized for the tax consequences of
“temporary differences™ by applying cnacted statutory tax rates applicable to future years to differences
between the financial statement carrying amounts and the tax bases of existing assets and liabilitics. The effect
on the deferred taxes of changes in the tax rates is recognized in income in the period that includes the
enactment date.

Earnings Per Share

Eamings per share are computed based on the weighted average number of shares outstanding plus
common stock equivalents related to stock options and warrants, if such common stock equivalents cause
dilution in carnings per share in excess of 3%.

Earnings per share for all periods prior to the initial public offering have been computed based on
weighted average shares outstanding of 7.967.548 which consist of (i) 2,220,00} founders shares outstanding
prior to the initial public offering. (i) 4.143.500 shares issued in connection with the merger described in
note 2, (iii) 1.199.412 shares to reflect on a pro forma basis the sale of a sufficient number of shares to provide
funds to pay the $10.195.000 cash portion of the purchase price of the merger, (iv) 391,459 shares issued in
connection with the acquisition of Randle and (v) 13,176 shares considered as outstanding as a result of the
application of the treasury stock method to certain outstanding options.



AMERICAN MEDICAL RESPONSE, INC.

Notes to Consolidated Financial Statements
December 31, 1992, 1991 and 1990

(2) Reorganization and Acquisitions
The Merger and Reorganization

In August, 1992, concwirent with the initial public offering of the Company's common stock, the
Company acquired by merger four ambulance service providers, Regional, AMR West, New Haven and
Professional (the “Predecessor Companies™). Pursuant to the terms of the merger agreements with each of
the Predecessor Companies, the Company paid 2 total of $10,195,000 in cash and 4,:43,500 shares of common
stock for such companics as set forth below.

Regional — The Company acquired by merger all of the outstanding shares of Regional for $2,830,000 in cash
and 1,991,859 shares of common stock. The Company also entered into a five-year non-competition
agreement and a three-year employment contract with one of the stockholders and appointed such stockholder
to the Company’s board of directors.

AMR West — The Company acquired by merger all of the outstanding shares of AMR West for $3,800,000 in
cash and 1,303,160 shares of common stock. An additional 100,000 shares of common stock will be paid in the
event that AMR West obtains a particular contract for emergency ambulance services by March 1994. The
Company also entered into five-ycar non-competition agreements and three-year employment agreements
with two stockholders and appointed one of the stockholders to the Company’s board of directors.

New Haven — The Company acquired by merger all of the outstanding shares of New Haven for $2,940,000
in cash and 634,145 shares of common stock. The Company also entered into five-year non-competition
agreements with two stockholders, a three-year employment contract with one stockholder and appointed such
stockholder to the Company’s board of directors.

Professional — The Company acquired by merger all of the cutstanding shares of Professional for $625,000 in
cash and 214,336 shares of common stock. The Company also entered into five-year non-competition
agreements and three-year employment contracts with the two stockhcolders of Professional.

The consolidated operations of American subsequent to the transaction are substantially identical to the
combined operations of the individual Predecessor Companies prior 1o the transaction. Additionally, as a result
of the mergers, the owners of the Predecessor Companics are significant stockholders of American.
Accordingly. the aforementioned mergers were accounted for as a combination of the Predecessor Companies
and American at historical cost. The assets and liabilities are presented at their historical values and
stockholders’ equity has not been adjusted as a result of the mergers.
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AMERICAN MEDICAL RESPONSE, INC.

Notes to Consolidated Financial Statements
December 31, 1992, 1991 and 1990

Acquisition Accounted for as a Pooling-of-Interests

In June 1993, the Company acquired all the outstanding common stock of Randle Eastern Ambu-
lance, Inc. in exchange for 391,459 shares of the Company’s common stock in a transaction accounted for as a
pooling-of-interests.

Restated total revenue and pro forma net earnings of the Company are summarized below:
1992 1991 1990

Total Pro Forma Total Pro Forma Total Pro Forma
Revenue Net Earnings Revenue  Net Eamnings  Revenue  Net Earnings

The Company, as previously

reported ..... ... ... $106,433 $5.670 $ 94,104 $4,306 $ 73,148 $2,091
Randle ....................... 14.759 247 13914 388 11,722 309
The Company, as restated. ...... $121.192  $5917  S$i08.018  $4694 S 84870  $2.400

To reflect the pooling-of-interests discussed above, pro forma eamings per share has been restated to
$0.67, $0.59 and $0.30 versus $0.67, $0.57 and $0.28 as previously reported for the years ended December 31,
1992, 199! and 1990, rcspectively.

Acquisitions Accounted for as a Purchase

During 1992, the Company also acquired two providers of emergency and nen-emergency pre-hospital
transportation. On November 4, 1992, the Company acquired Mobile Medic Ambr.lance Service, Inc., located
in Gulfport, Mississippi and on December 23, 1992, the Company acquired Ambulance Service Company,
located in Denver, Colorado.

The total paid consisted of $3.2 million in cash. $1.780.000 in subordinated promissory notes and 611,268
shares of the Company's common stock.

The acquisitions have been accounted for as purchases and. accordingly, their results of operations have
been included in the consolidated financial statements from their date of acquisition. The excess of the
purchase price and expenses associated with the acquisition over the estimated fair value of the net assets
acquired has been recorded as goodwill.

The following unaudited pro forma results of operations give effect to the acquisitions as if the
transactions had occurred at the beginning of 1991. Such pro forma financial information reflects certain
adjustments including amortization of goodwill, income tax cffects, and the increase in the weighted average
shares outstanding. This pro forma information does not necessarily reflect the results of operations which
would have occurred had the acquisition taken place at the beginning of the respective years and is not
necessarily indicative of results which may be obtained in the future (in thousands, except per share
amounts):

v 9w
. (Unaudited)
......................... $139,490 $124,259
Earnings before income taxes ............ . ... ... 10,824 8,396

Total revenue . ................ ...

Neteamings . .. .oovooee i P S.818 %723
Pro forma net €armings .. ... ... ... ... €.414 4,594
Pro forma earnings per share .. ... ...... ... ... . e 0.69 0.53



AMERICAN MEDICAL RESPONSE, INC.

Notes to Consolidated Financial Statements
December 31, 1992, 1991 and 1990

(3) Property and Equipment

Property and Equipment
Property and equipment consist of the following at December 31 (in thousands):
1992 1951
VERICKES - -« ettt e e et et $13,676  $11,669
Land, buildings and leaschold improvements ...................... ... 1,305 1,255
EqQUIPIIENT .« .ottt i e e e 5,739 5,615
Fumiture and fixtures .............. ... .. i il 2434 1,850
23,154 20,389
Less accumulated depreciation. . ......... ittt 12.599 10,769
Net property and CQUIPIMENT. . .ttt $10,555 $ 9.620

Operating Leases

The Company is obligated under a number of non-cancelable operating leases for premises and
equipment expiring in various years through the year 2000. Total rent expense amounted to $2,611,000,
$2,328.000 and $1,756,000 for the years ended December 31, 1992, 1991 and 1990, respectively.

Minimum future rentals under non-cancelable operating leases (including leases with related parties
discussed in Note 8) as of December 31 are as follows (in thousands):

Amount

1003 e e $ 2,355
100 e, 2,146
1005 e s 1,864
196 . o s 1,479
10T e e 987
Thereafter . e 1.664
Total minimum lease payments................ ... ... ... $10,495

S Y AL TETR ARy T ARMARI ST A L e

P 2y

O e T PRI AN R

PSRRI



I

41

AMERICAN MEDICAL RESPONSE, INC.

INotes to Consolidated Financial Statements
December 31, 1992, 1991 and 1990

(4) Income Taxes

The components of the deferred tax assets and liabilities as of December 31 are as follows (in thousands):

1% 1
Deferre ! tax assets:
Allowance for uncompensated Care ... ...ttt $ 4,522 $ 1,663
Accrued expenses and other Habilities. ........... .. ... o .. .. - 2,150 23
(101117 98 38
6.770 1,724
Deferred tax liabilities:
Cash to accrual accounting............... e — 3,045
Intangible assets . ....................... e e 107 -
Property and €QUIPIMENt . ...ttt e 841 635
Change in accounting method ... ... ... ... ... ... .. e 5,552 82
011171 O 38 194
(6,538)  (3,956)
Net deferred asset (Jiability) ........... ... .. ... ... . .. iie. $ 232 $(2,232)

At December 31, the net deferred tax asset (liability) consists of the following {in thousands):

199 19
Deferred income tax asset (hability) — current ............. ... ............. $ 4472 $(1,321)
Deferred income tax asset (liability) — long term ... ... ... ... L., (4.240) (911)

Net deferred income tax asset (liability) ........................... S 232 $(2.232)

Included in the gross deferred tax asscts and liabilitics are deferred tax (benefits) and deferred tax
expense of $(438,000) and $395,000, respectively, relating to allowances for uncompensated care and a
change in accounting method, recorded as a result of the acquisitions of Mobile Medic a'.4 Ambulance
Service Company.

The provisions for Federal and state income taxes for the years ended December 31 consists of the
following (in thousands):

1992 1 1%

Current:
Federal . ... ... .. .. $ 5,454 $1.939 $ 846
Y ¢S O 1,217 533 126
6,671 2,472 972

Deferred:
Federal . ... . . o (1.859) 707 608
State . .. (562) 263 172
(2,421) 970 780
Total . . $ 4,250 $3.442 $1.752
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AMERICAN MEDICAL RESPONSE, INC.

Notes to Consolidated Financial Statements
December 31, 1992, 1991 and 1990

For the year ended December 31, 1992, income tax benefits of $70,000 were allocated to additional paid-
in capital for tax bencfits associated with the excrcise of non-qualified stock options.

The following table reconciles the Federal statutory income tax rate and the Company’s effective income
tax rate for the years ended December 31:

1992 991 1990
Provision for income taxes at Federal statutory rate. . ............. 34.0% 34.0% 34.0%
State taxes, net of Federal benefit ... ... . ... ... ... .. ... 5.7 6.7 6.5
Amortization of goodwill ............. e 2 1.3 3.2
Subchapter Searnings ........ ... . i () 2.n (34)
Change In tax status .. ... ... ... it 8.6 —_ —_
Other, DEL. . ... e (3.0) 16 _6

Change in Tax Accounting Method

In connection with the mergers discussed in note 2 to the consolidated financial statements, certain
operating catitics changed from the cash to the accrual method of accounting for tax purposes. The resulting
difference in taxable income is being recognized for tax purposes over a four-year period beginning with the
current year.

Change in Tax Status

Prior to the merger with the Company, one of the Predecessor Companies was taxed as an S corporation.
As an S corporation, income taxes were not required to be provided in this subsiciary's financial statements. In
August 1992, concurrent with the merger, this S corporation status terminated and the method of accounting
for tax purposes changed from the cash to the accrual method. Deferred income tax expense for the year
ended December 31. 1992, includes $780,000 attributable to this termination of S corporation status. Pro
forma income tax expensc for the years ended December 31, 1992, 1991 and 1990, arc tax amounts which
would have been recorded had this subsidiary been a C corporation during those ycars.
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AMERICAN MEDICAL RESPONSE, INC.

Notes to Consolidated Financial Statements
Decewnber 31, 1992, 1991 and 1990

(5) Debt
Long-term debt and capital casc obligations consist of the following at December 31 (in thousands):
1992 1991

Demand notes payable, unsccured, interest rates ranging from 6.75% to

253 22 A PPN S 228 § 273
Demand notes payable, secured, bearing interestat 10% .............. — 236
Demand notes payable to principal stockholder, bearing interest at prime

PIUS 2% . et e — 94
Notes payable, secured, interest rates ranging from 6% to 16.5%, payable

in installments, maturing through 1998 ................. ... .. .. 6,771 8,625
Notes payable to former owners and individuals, interest rates ranging

from 6% to 9%, payable in installments, maturing through 2007 ...... 3,529 2,583
Notes payable, unsecured, interest rajes varying from 5.6% to 8%,

payable in instaliments, maturing in 1993.......... ... ... ... ... 683 —
Subordinated notes payable to stockholders and former owners, bearing

interest at 7% and 7.5%, maturing through 1996 ................... 1,780 —
Capital lease obligations . ... ... ... ot 1.449 1,357

14,440 13,168

Less CUrrent Matunilies - . o oo .vn ittt ee e itiae e e iiianaeennanns 5,465 5,137
Long-term debt, excluding current maturities ....................... $ 8975 § 8.031

Annual maturities of Jong-term debt and future minimum leasc payments under capital leases as of
December 31. 1692 are as follows (in thousands):

Loag-

term Capital

debt  leases
2 S $4729 S 880
190 3,885 616
1905 . 2.23% 299
1908 652 107
1907 - et 220 18
TRETCaMET oot e 1.267 -
Total payments . .. ... e $12.992 1.920
Less: amounis representing interest . ...o.vev i as 471
Total obligations und:r capital leases .......................... S 1.449

(6) Capital Stock and Additiona! Paid-in Capital
Preferred Stock

The Company is authorized to issue up tv 500.000 shares of preferred stock, $0.01 par value, of which no
shares are issued or outstanding. The Company's board of directors is authorized to provide for the issuance of
the preferred stock in series, to establish the number of shares to be included in each such series, and the
qualifications, limitations or restrictions thereof. This includes any voting rights, preemptive rights, conversion
privileges and liquidation rights which shall be superior to the common stock.
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AMERICAN MEDICAL RESPONSE, INC.

Notes to Consolidated Financial Statements
December 31, 1992, 1991 and 1990

Common Stock

The Company is authorized to issuc 25,000,000 shares of commion stock, $0.01 par value, of which
10,683,828 shares were issucd and outstanding at December 31, 1992.

The Company has an cffective Shelf Registration Statement on file with the Securities and Exchange
Commission covering 2,000,000 shares of common stock, of which 1,918,370 shares remain available at
December 31, 1992 for issuance in connection with the acquisition of other businesses by the Company.

In August, 1992, the Company completed an initial public offering of common stock and issued 3,000,000
shares of such stock at a price of $8.50 per share. The proceeds, net of underwriting discounts and expenses of
the offering, were approximately $21,465,000. Concurrent with the completion of the public offering. the
Company paid $10,195,000 to the stockholders of Regional, AMR West, New Haven, and Professional and
issued an aggregate 4,143,500 shares of common stock in connection with the acquisition by merger of those
companies by American. On September 3, 1992, the Company sold an additional 300,000 shares of common
stock pursuant to an overallotment option granted to the underwriters in connection with the initial public
offering. The proceeds from this overallotment, net of underwriting discounts, were $2,371,500.

In connection with the iuitial public offering, the Company issued warrants to the underwriters to
purchase an additional 300,000 shares of the Company’s common stock at an exercise price of $10.20 per
share for 150,000 shares and $12.00 per share for 150,000 shares. Such warrants expire on August 5, 1997.

During the period February 21, 1992 to May 22, 1992, the Company issued 2,703,001 shares of common
stock to its founders at a price of $0.0273 per share. On July 17, 1992, the Company repurchased and retired
510,000 shares of found. < common stock at the original purchase price of $0.0273 per share for a total of
$13,923.

The Company was incorporated on February 21, 1992. On Junc 8, 1992, the Company was reorganized as
a Delaware corporation. Pursuant to the reorganization, each of the outstanding shares of the Massachusetts
corporation was converted into 2.928.71 shares of common stock, resulting in 2,730,001 shares outstanding on
that date. All financial information and share cnd per share information with respect to the Company’s stock
have been restated to reflect the shares issued in the reorganization.

Common Stock — Predecessor Companies

All of the outstanding shares of common stock of the Predecessor Companies were acquired by American
in connection with the merger and reorganization.

In January 1992, prior to the merger of Regional with American, Regional repurchased 1,600 shares of its
common stock from two former employees for a total of $1,816,000. In addition, Regional entered into five
vear non-competition agreements with the former employees for $240.000.

During 1991. Regional repurchased 800 shares of its stock from former shareholders. A charge to
retained carnings of $700.000 was recorded as a result of this transaction.

(7) Commitsx-ats and Contingencies

Third-Party Rate Adjustments and Revenue

A significant portion of thc Company’s net revenue is derived under Federal and state third-party
reimbursement programs. These revenues are based, in part, on cost reimbursement principles and are subject
10 audit and retroactive adjustment by the respective third-party fiscal iatermediaries. In the opinion of
managementi. retroactive adjustments if any. would not be material to the financial position or results of
operations of the Company.
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AMERICAN MEDICAL RESPONSE, INC.
Notes to Consolidated Financial Statements
December 31, 1992, 1991 and 1990

Legal Proceedings

The Company is party to various legal actions arising in the ordinary course of business. In management's
opinion, the ultimate disposition of these matters will not have a material adverse effect on the Company’s
financial position.

Leters of Credit

The Company has outstanding letters of credit of $784,000 to secure payments of certain insurance
policies. Such letters of credit expire in February 1993,

(8) Related Party Transactions
Indemnification Agreements
In connection with the merger and reorganization discussed in note 2, certain related partics have agreed

to indemnify the Company up to a maximum of $1,750,000 for losses the Company may incur if one of its
former insurors is unable to rcfund unearned premiums and pay pending claims.

Leasing Transactions

The Company leases various facilities from related parties. The leases on these properties expire at
various times through the ycar 2000. Total rent expense paid to related parties amounted to $990,000,
$1,020,000 and $661,000 for the yeurs ended December 31, 1992, 1991 and 1990, respectively.

Loans and Cash Advances

Loans and advances outstanding to related parties amounted to $O and $973,000 at December 31, 1992
and 1991, respectively.

Notes payable to related parties amounted to SO and $94,000 at December 31, 1992 and 1991,
respectively.

Guaranty

The Company has guaranteed a $2.500.000 loan owed by a related party to a bank. This loan is secured
by one of the Company’s operating facilitics that it lcases from a related party. bears interest at prime plus 1%
and is callable by the bank on or after May 1994. The related party has agreed to indemnify the Company in
the event the Company is required to pay any umounts under the guaranty.

Coniractual Agreements

The Company purchases vehicles and repair parts from a related party. Vehicles purchased from related
parties amounted to $143.000, $306.000 and $153,000 for the years ended December 31, 1992, 1991 and 1990,
respectively. Repair purts purchased from related parties and included in erpense amounted to $168,000,
$159.,000 and $175.000, respectively. Accounts payable included 320,000 and $82,000 at December 31, 1992
and 1991, respectively, due to these related parties.

(9) Stock Option Plans
1992 Equity Incentive Plan

The Company’s 1992 Equity Incentive Plan (the “Equity Incentive Plan™) was adopted on June 8, 1992
and provides for the grant of a variety of stock and stock-based awards and related benefits. The Equity
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AMERICAN MEDICAL RESPONSE, INC.

Notes to Consolidated Financial Statements
December 31, 1992, 1991 and 1990

Incentive Plan permits the gran ing of options that qualify as incentive stock options and non-qualified options.
The option exercise price of each option shall be determined by the Board of Dircctors, but in the case of
incentive stock options shall not be less than 100% of the fair market value of the shares on the date of grant
(110% in the case of incentive stock options granted to an individual with stockholdings in excess of certain
limits.)

Subject to adjustment for stock splits and similar events, the total number of shares of Common Stock
that can be issued under the Equity Incentive Plan is 800,000.

1992 Stock Option for Non-Employee Directors

The Company’s 1992 Stock Option Plan for Non-Employce Dircctors (the “Dircctor Option Plan™) was
adopted on June 8, 1992. Pursuant to the Director Option Plan, beginning on the date of the first annual
meeting of stockholders after the date of the initial public offering, each director who is not an employee of the
Company or one of its subsidiarics and neither is a holder of five percent or more of the Company’s Common
Stock nor was a stockholder of the Company prior to completion of the initial public offering will receive, on
the date of his or her first election as director, an option to purchase 7,500 shares of Common Stock.
Thereafter, cach director will be granted, at each annual meeting at which such director is elected or reclected,
so long as he or she remains an eligible director, an option to acquire an additional 7,500 shares of Common
Stock.

The exercise price of such options will be the fair market value of the Common Stock on the date of
grant. Each option will be non-transferable except upon death, will expire 10 years after the date of grant and
will become exercisable on the first anniversary of the date of grant.

Stock Option Activity

A summary of stock option activity under the Company's stock option plans for the year ended
December 31 follows:

Number Option Price
of Options Range

Qutstanding at December 31,1991 ... ... ................. ..., — s -

Granted .. ... 303,100 5.00-12.375

Exercised. . ... i (17,600) 5.00- 8.500

Cancelled ... ... . — —
Outstanding at December 31,1992 ... ... ... ... . ... 285,500 $5.00-12.373
Exercisable at December 31,1992 ... ..o 60.875

(10) Employee Benefit Plans
1992 Employee Stock Purchase Plan

The 1992 Employee Stock Purchase Plan (the “Employee Stock Purchase Plan™) was adopted by the
Board of Directors of the Company and approved by the stockholders on June 8, 1992. The Employee Stock
Purchase Plan is designed to enable eligible employees 1o purchase shares of Common Stock at a discount on
a periodic basis through payroll deductions. All employees with at least six months o continuous service, other
than employees owning 5% or more of the combinced voting power of all classes of stock of the Company. are
eligible to participate. Purchases will occur at the end of option periods. each of six months’ duration. The first
such option period began January 1. 1993
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AMERICAN MEDICAL RESPONSE, IN<(.

Notes to Consolidated Financial Statements
DGecember 31, 1992, 1991 and 1990

The purchase pricc of Common Stock under the Employee Stock Purchase Plan is 85% of the lesser of
the value of the Common Stock at the beginning of an option period and the value of the Commeon Stock at
the end of the option period. Participants may clect under the Employce Stock Purchase Plan, prior to each
option period, to have from 2% to 10% of their pay withheld and applied to the purchasc of shares at the end of
the option period. However, the Employee Stock Purchase Plan imposes a maximum of $10,000 on thc
amount that may be withheld from any participant in any option period.

Subject to adjustment for stock splits and similar events, a total of 100,000 shares of Common Stock has
been reserved for issuance under the Employee Stock Purchase Plan. None of these shares has been issued to
date. '

Retirement Plans

Two of the Company’s subsidiaries “ave defined contributior. 401(k) plans for the bencfit of their
employees. Full-time cmployecs with one year of service and 1,000 hours are eligible to, participate. The total
plan expense for the years ended December 31, 1992, 1991 and 1990 was $450,000, $242,000-and $339,000,
respectively.

Four the Company’s subsidiaries have profit sharing plans which cover substantialiy all of their
employees. Cortributions into the trust funds of the plans are discretionary, and the companies have the right
to amend, modify or terminate the plans, but in no event will any portion of the contributions paid revert to the

companics. The total prefit sharing plan expense for the years ended December 31, 1992, 1991 and 1990 was
$115,000. $109.000 and $33,000, respectively.

(11) Quarterly Financial Data (Unaudited)

The Company’s summary financial data for the years ended December 31, 1992 and 1991 by quarter is as
follows (in thousands except per share amounts):

Year ended December 31, 1992
4th Quarter  3rd Quarter  2nd Quarter st Quarter

Total revenue ............. ... i $31.664 $31.185 $29.558 $28,785
Total operating €Xpenses . ................... 29.237 27.938 26,854 26,890
Eamings from operations. ................... 2,427 3,247 2,704 - 1,895
Eamings before income taxes ................ 2,330 3.092 2,443 1.624
NCUCAMMINGS - .o iieiiieiie s 1.700 1,137 1422 980
Pro formaneteamings ..................... 1.700 1,866 1418 933
Pro forma earnings per comm.on share ...... .. 0.17 0.20 0.18 0.12
Weighted average common shares outstanding. . 10,279 9.161 7.968 7.968

Year ended December 31, 1991
4th Quarter  3rd Quarter  2nd Quarter  Ist Quarter

Total revenue .. ...ttt $29.500 $28.243 $25.639 $24,636
Total operating expenses .................... 27028 25716 23.500 22713
Earnings from operations.................... 2472 2527 2,139 2,363
Earnings before income taxes ............ e 2,132 2.215 1.834 2.054
Netearmnings . .......ooovioiii i 1.273 1.284 1.092 1,194
Pro forma net carmings . .................... 1,200 1,257 1,074 1,163
Pro forma carnings per common share ........ 0.15 0.16 0.13 0.15
Weighted average common shares outstanding . . 7.968 7.96% 7.968 7.968
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AMERICAN MEDICAL RESPONSE, INC.

Notes to Consolidated Financial Statements
December 31, 1992, 1991 and 1990

(12) Subsequent Events
Acquisition

On January 11, 1993, the Company acquired Buck Medical Services, Inc. located in Portland, Oregon.
The purchase price consisted of $5,500,000 in cash and 125,085 shares of the Company’s common stock. The
acquisition has been accounted for as a purchase, and the excess of the purchase price and expenses associated
with the acquisition over the estimated fair value of the net assets acquired has been recorded as goodwill.

The following unaudited pro forma summary gives effect to the acquisition as if it had occurred on
December 31, 1992 with respect to the pro forma balance sheet and as if the transaction (along with the
acquisition of Mobile Medic and Ambulance Scrvice) occurred at the beginning of 1991. Such pro formu
financial information reflects certain adjustments including amortization of goodwill, income tax effects, and
the increase in the weighted average shares outstanding. This pro forma information does not necessarily
reflect the results of operations which would have occurred had the acquisition taken place at ihe beginning of
1991 and is not necessarily indicative of results which may be obtained in the future (in thousands, except per

share amounts):

1992
(vnaudited)
Balance Sheet
Total assets ... ..o e $ 76,954
Total labilities . ... . 37,580
Total stockholders” cquity .......... ... ... ... ... ... ... ... .... 39,374
Total liabilitics and stockholders equity. .. .......... ... ... ... $ 76,954
1992 991
{unaudited)
Statements of Eamings:
NCEUTEVENUC - .. oottt et e e e e e, $157.829 $i38.196
Eamings before income taxes .................. ... ... .. ... ... 10,996 8,664
NeEt CAMINGS .« - et e ettt e ettt e it 6,107 4956
Pro forma net eamnings ................ .. ... ... ... 6,649 4,656
Pro forma earnings pershare ... ... ... ... ... L.l 0.70 0.53

Credit Facility

In February 1993, the Company received a commitment from a group of banks for a $30.0 million
revolving credit facility to refinance existing indebtedness, for acquisitions and working capital purposes.
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AMERICAN MEDICAL RESPONSE, INC. AND SUBSIDIARIES

Introduction

During 1992, the Company acquired Mobile Mcdic Ambuiance Service, Inc. (*Mobile™) and Ambu-
lance Service Company (“ASC”) in acquisitions accounted for as purchases. During 1993, the Company
acquired Buck Medical Services, Inc. (“Buck™), A-1 Armlulance Services (“A-1"), Inc. and Recd
Ambulances, Inc. (“Reed”) in transactions accounted for as purchases and also acquired Randle-Eastern
Ambulance Service, Inc. (“Randle™) in a transaction accounted for as a pooling-of-interests. The unaudited
pro forma combined statements of carnings for the six months ended June 30, 1993 and for the year ended
December 31, 1992 gwc cffect *o the above acquisitions accounted for as purchases as if the transactions were
consummated as of January 1, 1992,

The pro forma financial data do not purport to represent what the Company's financial position or rcsults
of operations would actually have been if such transactions had in fact occurred on those dates or to project
the Company’s financial position or results of operations for any future period.



AMERICAN MEDICAL RESPONSE, INC. AND SUBSIDIARIES
Pro Forma Combined Statement of Earnings

For the Six Months Ended June 30, 1993
(In thousands)

(Unaudited)

Pro forma Pro forma
Historical Adj ts(1) Combined
TOta) FEVENMUC . v vt e i enacicitieeianeeerannnaeerenaanns $86.190 $8.317 $94,507

Expenses .
Salariesand benefits .. ...t 42,279 4,001(2) 46,280
Uncompensated care.......... ettt 19,116 1,697 20,813
1071172 PP _ 16,453 1,986 18,439
Amortization of intangibles ............... Ll 659 207(3) 866
Total operating eXpenses. . .......ooueoinnoaeannna.. 78,507 7.891 86,398
Eamings from operations ....................... ..., 7,683 426 8.109
Interest expense, net .. ............. e 433 149(4) 582
Eamings before income taxes ....................... 7,250 277 7,527
InCOME taX EXPEMSE. . ..ottt 3.147 157(5) 3,304
Net €armRES . oo v e vt it e e $ 4,103 $ 120 $ 4,223
Historical netearnings ........ ... .. i S 4.103 $ 120 $ 4223
Pro forma income tax expense (benefit) .................. — 108 108
Proformancteamnings ... S 4,103 $ 12 S 4,115
Pro forma nct eamings pershare......................... $ 0.38 — $ 037
Weighted average shares outstanding ..................... 10.916 198(6) 11,114

See accompanying notes to unaudited pro forma combined statement of carnings.
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AMERICAN MEDICAL RESPONSE, INC. AND SUBSIDIARIES
Pro Forma Combired Statement of Earnings

For the Year Ended December 31, 1992

(In thousands)

(Unaudited)
Pro forma Pro forma
Historical Adjustments(7) Combined
Total TEVENUE . ..o ie e e vaaaeeeseaeannns $121,192 $54,095 $175,287
Expenses
Salaries and benefits. ... ..ol 60,577 25,061(8) 85,638
Uncompensated Care ..........ccoevviuiinnne. 28,008 11,203 39,211
Other . oo 21,773 12,519(9) 34,292
Amortization of intangibles . .................. 561 1,153(10) 1.714
Total operating expenses ... ... e 110,919 49,936 160,855
Earnings from operations. ................ 10,273 4.159 14,432
Interest expense, NEt .. ....vvviienevnnnnnennnnnn. 784 666(11) 1,450
Earnings before income taxes ................. 9.489 3,493 12,982
Income tax expense ... ..o 4,250 1.120(12) 3,370
Netcamings ....cooeeinnn.... e $ 5239 $ 2,373 $ 7612
Historical neteamings . ... .. ... oiin .. $ 5,239 S 2,373 S 7,612
Pro forma income tax cxpense (benefit) ............ (678) 559 (119)
Pro forma neteamings ..................o ..., $ 5917 $ 1.814 $ 7.731
Pro forma net earnings per share .................. S 067 — $ 079
Weighted average shares outstanding............... 8.838 986(13) 9,824

See accompanying notes to unaudited pro forma combined statement of camings.
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AMERICAN MEDICAL RESPONSE, INC. AND SUBSIDIARITS

Notes to Unaadited Pro Forma Combined Financial Statements

Notes to Unaudited Pro Forma Combined Statement of Eamnings
for the Six Months Ended June 30, 1993

(1) To icclude the results of A-1 and Reed as if the acquisitions occuried at the beginning of 1993.

(2) To adjust salaries and benefits to reflect the difference between existing compensation agreements and
those assumed to take cffect after the acquisition. '

{3) To record amortization of goodwill resulting from the acquisitions that were accounted for as purchases.
Goodwill is assumed to be amortized by the straight line method over 25 years.

(4) To record interest expense related to the subordinated debt issued in connection with the acquisitions.
(5) To record income tax effect of the pro forma adjustments.

(6) To adjust the weighted average number of shares outstanding as if the shares issued in connection with
the acquisitions had been outstanding since the beginning of 1993,

S DT R ARt R RT3 80

Notes to Unaudited Pro Forma Combined Statement of Earnings
for the Year Ended December 31, 1992

(7) To include the results of Mobile, ASC. Buck, A-1 and Reed as if the acquisitions occurred at the
beginning of 1952.

A ARG TR

(8) To adjust salaries and bencfits to reflect the difference between existing compensation agreements and
those assumed to take effect after the acquisitions.

(9) To adjust rent expense as a result of the modification of certain leases.

(10) To record amortization of goodwill resulting from the acquisitions that were accounted for as purchases.
Goodwill is assumed to be amortized by the straight line method over 25 years.

(11) To record interest expense related to the subordinated debt issued in connection with the acquisitions.
(12) To record income tax effect of pro forma adjustments.

(13) To adjust the weighted average number of shares outstanding as if the shares issued in connection with
the acquisitions had been outstanding since the beginning of 1992,
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No dealer, salesperson or any other person has
been authorized to give any information or to
make any representations not contained in this
Prospectus, and, if given or made, such informa-
tion or representations must not be relied upon
as having been authorized by the Company, the
Selling Stockholders or the U.S. Underwriters.
This Prospectus does not constitute an offer of
any securities other than those to which it re-
lates or an offer to sell, or a solicitation of an
offer to buy, to any person in any jurisdiction
where such an offer or solicitation would be
unlawful. Neither the delivery of this Prospec-
tus nor any sale made hereunder shall, under any
circumstances, create any implication that the
information contained herein is correct as of any

time subsequent to the date hereof.
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AMERICAN MEDICAL RESPONSE, INC.
CONSOLIDATED BALANCE SHEETS
{In thousands, except share amounts)

June 30, December 31,
1993 1992
ASSETS (Unaudited)
Current asscts:
Cash and cash equivalents b s s s 5,909 S 14,600
Short-term investments —_ 260
Accounts receivable, less allowance for uncompensated care of $16,191
at June 30, 1993 and $11,655 at December 31, 1992 . 28,082 22,655
Inventories 1,152 867
Prepaid expenses and other receivables . . 2,888 3,515
Deferred iRCOME tAXES ....cocoemmirmrnciersrsesnirissensnsisiesnsnssssesaresrsesnnssasanss 5571 4472
TOAl CUITETIL ASSOIS......cecueenerencorennssissacsussmsnese  otosestssnanstosessasensstssnsssrenarestessressenssnsasnns 43.602 42,369
Property and cqUIPMENT, NC...cn oot snt sttt s s st sas s asnse 15,123 10535
Non-current assets:
Cost in excess of net assets acquired, ACt...cceeevecvereenenerseees 29,146 11,153
Covenants not to compete, net 544 735
(6 1+7 > ST O PP U PRI 1.975 2.036
Total non-current assets __ 31665 13,924
Total assets $ _903% $ 70,848
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable s 4,264 $ 3,607
Accrued compensation, benefits and taxes 6,273 5,094
ACCTUCd EXPENISES ...oererrnemirraniessiannanes 5,536 2,787
Income taxes payable eeeeneerenrenrenans 2,068 2,320
CUITEnt MAUIIHES OF GEDL..cveivicerieieeercieiemee e ener et s nrsecsesteeesae s basnaas s et se s esstsansans e e 911 __35.465
Total CurTent labITIES ..cc.vieeeerer ettt reen et s e 19.052 19.273
Non-current liabilities:
LONZAEIN GED coeniiesiece ettt b e 18,014 7,875
Subordinated note payable 10 related PAMTY .........ocoveeecuniiererieirieceseeeersreeesiecas e eteeeeen 1,100 1100
Deferred income taxes ......coeevveenverenne 4,142 4,240
Other liabilities ......... 676 1.144
Total non-current liabilities . . _ 23932 _ 14359
TOMAL HADIIES ....oeeeveeeeeeeeeieee s ettt et b s aes ettt st st v st sms e enrnabanenasen 42,984 33632
Stockholders' equity:
Preferred stock, $.01 par value, 500,000 shares authorized, none issued .................... — —
Common stock, $.01 par value, 25,000,000 shares authorized, 11,126,813
and 10,683,828 shares issucd and outstanding..........coooeiinniinn e 111 107
Additional paid-in capital e e 27,388 21,300
Total StOCKBOIETS' EQUILY -....cccmreeramcemiircemsrris e e e 47,408 _37216
Commitments and contingencies
Total liabilities and StOckhOIAErs' €QUIY .......ovuvevriirie et $ _ 90392 $ 70848

See accompanying notes to interim consolidated financial statements.
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AMERICAN MEDICAL RESPONSE, INC.
CONSOLIDATED STATEMENTS OF EARNINGS
For The Three Months and Six Months Ended June 30, 1993 and 1992
(1n thousands, except per share amounts)

Three Months Ended Six Moath Ended
June 30. June 30,
1993 1992 1993 1992
(Unaudited)
Total revenue......... bt s arsaesas s s R R sE e s S 44778 $ 29538 S 86190 $ 3834
Operating Expenscs:
Salaries and benefits 21,630 14,387 42,279 29,114
Uncompensated care 9.852 7,083 19.116 13,659
OUBCT ...t corniccscsnnisesisessssosssabssssbisshemssassaressssmenasesessabsbessensesasesmins 7.319 4334 14,090 8,946
Depreciation 1,194 923 2,363 1,752
Amortization of intangibles 344 1 659 213
Total operating expenses 40319 26834 13.507 31744
Earnings from operations. 4439 2,704 7,683 4,599
INLETESt EXPENSE, NCL.....oeuirieretiernnin st sess e st enmeans 203 261 41 -  §
Eamings before iNCOME tAXES......covuirimmecmsienecmecansisne s seseiaens 4,236 2,443 7,250 4,067
JRCOME LAXES o....coveeeeriieasencscerenesesecarasosestsessesenesesessonnasorsassssnsassasanass 1.841 o 142 L66S
Nt CAMINES o.ouvecenrerereniinsesrsassnnnis I § il s 1422 s L4101 s 2402
PRO FORMA DATA
Historical net camnings... JES OO, 2,395 § 1,422 $ 4103 §$ 2402
Income taxes ............. . — 4 — 1
NEUCBITINES w.vvevvveeeenrianieereecssntensanisenssesessesseanseenssescrssssesenes $ 2398 S L418 $ 4103 s 23
Net eamings per common Shart. ..o e 022 % 018 S Q38 230
Weighted average cominon shares OutStanding............covoceevivreisienenies 1.036 1.968 10916 2968

See accompanying notes to interim consolidated financial statements.
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AMERICAN MEDICAL RESPONSE, INC.
CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY
For the Six Months Ended June 30, 1993

(In thousands)
{unaudited)
Additional Total
Commen Stock Paid-in Retained Stockholders'

Balance at December 31, 1992 10,683 s 107 $ 21,300 $ 15809 $ 37216
Stock issued for acquisitions 432 4 5,939 - 594
Stock options exercised,

including related tax benefit 2o - 146 - 146
Net camings = = = 4103 410
Balance at June 30, 1993 W s $ 22388 $ 1o912 S 42408

See accompanying notes to interim consolidated financial statements.
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AMERICAN MEDICAL RESPONSE, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Six Months Ended June 30, 1993 and 1992
{In thousands)

Cash flow from operating activitics
Adjustments to reconcile net camings to nct cash provided
by operating activities:
DIEPICCIBUON. ccucerssrenmsersesssmsecasrriissesss b sbes s st srb s Ssbse b e bbb et o enis
Amortization of intangible assets
Deferred income tAXES.........ovcvmverinnsrerensresieneasnssranssscees
Changes in assets and liabilities, net of acquisitions:
Other current 28sets.........oeueceerieennnnesesnnsessereinns
Other asscts
Accounts payable and accrued EXPEnses...........coceeveieerennnnen.
Accrucd compensation, benefits and taxes............c......... et
Income taxcs payable.......ccoceicennivinnnnnn OOV
Other liabilitics .
Net cash provided by operating activities..........coveeveecinc s
Cash flows from investing activities:
Acquisitions, net of cash acquired
Purchases (salcs) of short term investments, nct

Capital expenditures, net. "
Advance 10 related PERICS... ....vrmiueceien s
Net cash used for investing ACUVILES ... e

Cash flows from financing activitics:
Proceeds from issuance of common stock ...
Proceeds from exercise of stock options...

Net borrowings under credit faCHity ..............cviiovirei e
Repayment of BOTTOWINGS. .....co. oottt s e
Net advances 1o stockholders “

Net cash provided by (used for) financing activities..
Increasc (decreasc) in cash and cash cquivalents.......... .
Cash and cash cquivalents at beginning of period...........ccoovinnien e
Cash and cash equivalents st end of Peniod ...

Supplementa! disclosure of cash flow information:
Cash paid during the period for:
FIICOMIE BAXES .cuvvnvevversreens e sesesenaeses s emebesesess e sae s b s oaes b ems et se e eb b sre e ah b en st resb e

Suppicmental schedule of non-cash transactions:
Issuance of debt and equipmeat for repurchase of Predecessor common stock....o.v. e

Issuance of debt for RON-COMPEIE BGNCCTNEIIL. .......o.o.o. ottt rete e

Acquisitions:
ASSEES BOQUITTA ..ot s bbb
Liabilities assumed and issued..
Common stock issued...............

1655 CASH ACQUINTA ..ot e
Net cash paid for 2eqUISIIONS ...

See accompanying notes to inter:m consolidated financial statements.
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AMERICAN MEDICAL RESPONSE, INC.
NOTES TO INTERIM CONSOLIDATED FINANTIAL STATEMENTS

1. Basis of Presentation

The consolidated financial statements include the accounts of American Medical Response, Inc. and
its subsidiaries ("Americon" or the "Company"™).

The interim consolidated financial statements are unaudited, but in the opinion of management
include all adjustments, which consist only of normal and recurring adjustments, necessary for a fair
presentation of its financial position and results of operations. Results of operations for the interim
periods are not necessarily indicative of the results to be expected for the é"! year. These statements
should be read in conjunction with the consolidated financial statements as of and for the year ended
December 31, 1992,

2. Acquisitions
Acquisition Accounted for as a Pooling-of-Interests

In June 1993, the Company acquired all of the outstanding common stock of Randle Eastem
Ambulance, Inc. in exchange for 391,459 sharcs of the Company’s common stock in a transaction

accounted for as a pooling-of-interests.

Restated total revenuc and pro forma net earnings of the Company are summarized below:

Three Months Ended Six Months Ended
June 30, 1992 June 30, 1992
Total Pro Forma Total Pro Forma
The Company $ 26277 $ 1,485 $ 51,504 s 2,565
as previously reported
Randle _3.281 — D 6,819 —214)
The Company, as restated $ 29558 $ ___14138 $ 58343 $ 2351

To reflect the pooling-of-interests discussed above, pro forma net earnings per share have been restated
to $0.18 and $0.30 from $0.20 and $0.34 for the three months and six months ended Junc 30, 1992,
respectively.

Acquisitions Accounited for as Purchases

During 1992, the Company acquired two ambulance service providers. In November 1992, the
Company acquired Mobile Medic Ambulance Service, Inc., located in Gulfport, Mississippi and in
December 1992, the Company acquired Ambulance Service Company, located in Denver, Colorado. The
aggregate consideration paid for these acquisitions consisted of approximately $5.2 million in cash, $1.8
million in subordinated promissory notes and 611,268 shares of the Company’s common stock.

During the first six months of 1993, the Company ..quired three additional ambulance service
providers. In January 1993, the Company acquired Buck Medical Services, Inc., located in Portland,
Oregon. In April 1993 the Company acquired A-1 Ambulance Service located in Boulder, Colorado. In



AMERICAN MEDICAL RESPONSE, INC.
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS

June 1993, the Company acquired Reed Ambulance Service, Inc. located in Denver, Colorado. The
aggregate consideration paid for these acquisitions consisted of approximately $12.3 million in cash,
$2.5 million in subordinated promissory notes and 431,335 shares of the Company’s common stock.

These acquisitions have been accounted for as purchases and, accordingly, the resuits of operations
have been included in the consolidated financial statements from the date of acquisition. The excess of
the purchase price and expenses associated with each acquisition over the estimated fair value of the net
assets acquired has been recorded as cost in excess of net assets acquired.

The following unaudited pro forma results of opcrations give cffect to the acquisitions as if the
transactions had occurred at the beginning of 1992. Such pro forma financial information reflects certain
adjustments, inciuding amortization of goodwill, income tax effects, and the increase in the weighted
average shares outstanding. This pro forma information does not necessarily reflect the results of
operations that would have occurred had the acquisitions taken place at the beginning of 1992 and is not
necessarily indicative of results that may be obtained in the future (in thousands, except per share
amounts):

Six Months Ended
June 30,
(unaudited)
1993 1992
Total revenue $94,507 $83,915
Pro forma net earnings $ 4,115 $ 3473
Pro forma eamings per share $ 37 $ 39

Subsequent Acquisitions and Recent Developments

In July 1993, the Company acquired substantially all of the assets of Bridgeport Ambulance Service,
Inc. located in Bridgepon, Connecticut. The consideration paid for this acquisition consisted of
approximately $1.4 million in cash, 58,589 shares of the Company's common stock, and $.5 million in a
subordinated promissory note.

In June 1693, the Company also announced that it had reached a preliminary understanding relating
to the possible acquisition of an ambulance service provider located in California. This complex
transaction is subject to due diligence and the ncgotiation of definitive agreements.

3. Credit Facility

In April 1993, the Company entered into a three-year, $30 million unsecured revolving line of credit
with a group of banks to refinance certain indebtedness, for acquisitions and for working capital
purposes. Interest is determined at the time of borrowing at the Company's option at cither prime or
LIBOR plus 2.5%. Under the agreement, the Company is required to comply with cenain financial and
other covenants and borrowing availability is based on eamings.



MANAGEMENT'S DISCUSSIONS AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

Introduction

For all periods presenter, the following financial information incluaes the combined results of the
four ambulance service providers the Company acquired concurrent with its initial public offering in
August 1992 and Randle Eastern Ambulance Service, Inc. which was acquired in a transaction accounted
for as a pooling-of-interests. The five companies acquired by the Company from November 1992
through June 1993 accounted for as purchases are included from their dates of acquisition.

The Company’s total revenue, which is comprised primarily of ambulance service fees charged to
Medicare and Medicaid, to other third-party payors, including private insurance carriers and health
maintenance organizations, and directly to patients, is presented net of contractual adjustments.
Contractual adjustments represent the difference between gross billable charges and the portion of those
charges allowable by the third-party payor. The Company’s provision for uncompensated care represents
the difference between net ambulance fee revenue and expected collections.

Three Months Ended June 30, 1993 Compared to the Three Months Ended June 30, 1992

Overview

The Company's net earnings amounted to $2.4 million or $.22 per share for the second quarter of
1993, as compared with pro forma net earnings of $1.4 million or $.18 per share for the corresponding
period of 1992. The increase in nct eamnings results from incremental camings provided from
acquisitions and from the growth in business. The increase in pro forma carnings per share results from
the increase in net earnings, which is partly offset by an increase in the weighted average number of
shares outstanding resulting from the initial public offering and shares issued in connection with
acquisitions.

Results of Operations

The Company’s total revenue amounted to $44.8 million for the three months ended June 30, 1993,
as compared with $29.6 million for the same period of 1992, an increase of $15.2 million or 51.5%. The
largest single contributor to the increase in total revenue was the incremental revenue provided from
acquisitions. Also contributing to the increase was revenue generated from the Company’s contract to
provide exclusive "911" cmergency response service to Atlantic City, New Jersey awarded in late 1992
and an increase in the number of emergency and non-emergency transports. On June 1, 1993, the
Company began providing exclusive "911" emergency response service to Aurora, Colorado, the third
largest city in Colorado.

The Company is a party to three significant contracts to provide emergency "911" services. The
Company derived approximately 37% and 58% of its total revenue from these contracts during the
second quarter of 1993 and 1992, respectively.

Salaries and benefits expense as a percentage of total revenue decreased to 48.3% for the three
months ended June 30, 1993, from 48.7% for the same period of 1992. This was a result of the favorable



MANAGEMENT'S DISCUSSIONS AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

impact of acquisitions, which in the aggregate have relatively lower labor costs, offsct by the addition of
corporate salaries and benefits which did not exist in the prior period and certain wage increases. It is
anticipated that corporate salaries will increase in future periods as the Company continues to implement
its acquisition program and centralize certain operating, financial and treasury management functions.
However, it is also anticipated that corporate salaries will decrease as a percentage of total revenue as the
Company continues to grow.

Uncompensated care expense as a percentage of total revenue was 22.0% and 24.0% for the three
months ended June 30, 1993, and 1992, respectively. The percentage decrease is due to the favorable
impact of acquisitions, which in the aggregate have experienced lower uncompensated care expense as a
percentage of total revenue, and an improvement in the quality of the Company’s receivables.

Other operating expenses were $7.3 million in the second quarter of 1993 as compared with $4.3
million in the same period of 1992, an increase of 68.9%. As a percentage of total revenue, other
operating expenses increased to 16.4% in the second quarter of 1993 from 14.7% in the same period of
1992. The increase in other ope: “ting expenscs was a result of the growth in business and the addition of
corporate expenses that did not exist in the prior period.

Net interest expense decreased by $58,000 for the three months ended June 30, 1993, as compared
to the same period of 199”. This decrease was the result of the decline in the Company's weighted
average borrowing rate and the decline in the average amount of debt outstanding, resulting primarily
from the implementation of the Company’s new revolving credit facility.

Amortization of intangibles increased to $344,000 for the second quarter of 1993 from $127,000 for
the same period of 1992, an increase of $217,000. This was a result of the cost in excess of net assets
acquired recorded in connection with the Company's acquisitions. Amortization of intangibles will
increase in the future as a result of the cost in excess of net assets acquired recorded in connection with
the Company's acquisitions accounted for as purchases.

The effective tax rate for the second quarter of 1993 was 43.5% as compared with a pro forma
effective tax rate of 42.0% for the same period in 1992. The increase in the effective tax rate results
primarily from an increase in amounts that are not deductible for tax purposes. Pro forma income tax
expense for the second quarter of 1992, are tax amounts that would have been recorded if onc of the
companies acquired at the time of the initial public offering had been a C corporation during this period.
1f the subsidiary had been subject to corporate income taxes on an ongoing basis, the Company’s income
tax expense would have been $1,025,000 for the second quarter of 1992.



MANAGEMENT'S DISCUSSIONS AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

Six Months Ended June 30, 1993 Compared to the Six Months Ended June 30, 1992

Overview

The Company’s net carnings amounted to $4.1 million or $.38 per share for the six months ended
June 30, 1993, as compared with pro forma net eamings of $2.4 million or $.30 per share for the
corresponding period of 1992. The increase in net carnings results from incremental camings provided
from acquisitions and from the growth in business. The increase in pro forma earnings per share results
from the increase in net eamings, which is partly offsct by an increase in the weightcd average number of
shares outstanding resulting from the initial public offering and shares issued in connection with
acquisitions.

Results of Operations

The Company's total revenue amounted to $86.2 million for the first six months of 1993 as
compared with $58.3 million for the same period of 1992, an increase of $27.9 million or 47.7%. The
largest single contributor to the increase in total revenue was the incremental revenue provided from
acquisitions. Also contributing to the increase was revenue gencrated from the Company's contract to
provide exclusive "911" emergency response scrvice to Atlantic City, New Jersey av...ded in late 1992
and an increase in the number of emergency and non-emergency transports.  On June 1, 1993, the
Company began providing exclusive "911" emergency response service to Aurora, Colorado, the third
largest city in Colorado.

The Company is a party to three significant contracts to provide emergency 911" services. The
Company derived approximately 37% and 57% of its total revenue from these contracts during the first
six months of 1993 and 1992, respectively.

Salaries and benefits expense as a percentage of total revenue was 49.1% and 49.9% for the first six
months of 1993 and 1992, respectively. This was a result of a favorable impact of acquisitions, which in
th: aggregate have relatively lower labor costs, offset by the addition of corporate salaries and benefits
which did not exist in the prior period and certain wage increases. It is anticipated that corporatc salaries
will increase in future periods as the Company continues to implement its acquisition program and
centralize certain operating, financial, and treasury management functions. However, it is also
anticipated that corporate salaries will decrease as a percentage of total revenue as the Company
continues to grow.

Uncompensated care expense as a perceatage of total revenue was 22.2% and 23.4% for the six
months ended June 30, 1993 and 1992, respectively. The percentage decrease is due to the favorable
impact of acquisitions, which in the aggregate have experienced lower uncompsnsated care expense as a
percentage of total revenue and an improvement in the quality of the Company's receivables

Other operating expenses were $14.1 million in the first six months of 1993 as compared with $8.9
million in the same period of 1992, an increase of 57.5%. As a percentage of total revenue, other
operating expenses increased to 16.3% in the first six months of 1993 from 15.3% in the same period of
1992. The increase in other operating cxpenses was a result of the growth in business and the addition of
corporate expenses that did not exist in the prior period.



MANAGEMENT'S DISCUSSIONS AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

Net interest expense decreased by $99,000 for the first six months of 1993 as compared to the first
six months of 1992. This decrease was the result of the decline in the Company's "veighted average
borrowing rate and the decline in the average amount of debt outstanding, resulting primarily from
implementation of the Companies revolving credit facility.

Amortization of intangibles increased to $659,000 for the first six months of 1993 trom $273,000
for the first six months of 1992, an increase of $386,000. This increase was the result of the cost in
excess of net assets acquired recorded in connection with the Company’s acquisitions. Amortization of
intangibles will increase in the future as a result of the cost in excess of net asscts acquired recorded in
conn :ction with the Company’s acquisitions accounted for as purchases.

The effective tax rate for the first six months of 1993 was 43.4% as compared with a pro forma
effective tax rate of 42.2% for the same period in 1992. The increase in the effective tax rate results
primarily from an increase in amounts that are not deductible for tax purposes. Pro forma income tax
expense for the six months ended June 30, 1992, are tax amounts that would have been recorded if one of
the companies acquired at the time of the initial public offering had been a C corporation during this
period. If the subsidiary had been subject to corporate income taxes on an ongoing basis, the Company's
income tax expense would have been $1,716,000 for the first six months of 1992.

Liquidity and Capital Resources

The Company has financed its cash needs, including cash used for acquisitions, from the net
proceeds of its initial public offering, borrowings under its revolving line of credit and cash from
operations. Concurrent with its initial public offering in August 1992, the Company acquired four
ambulance service providers for aggregate consideration consisting of $10.2 million i cash and
4,143,500 shares of Common Stock. Through June 30, 1993, the Company has made six additional
acquisitions for aggregate consideration consisting of $15.5 million in cash, $4.3 million in subordinated
promissory notes and 1,434,062 shares of Common Stock.

The Company currently has a $30 million unsecured revolving line of credit with a groun of banks
consisting of Fleet Bank of Massachusetts, N.A., Contincntal Bank, N.A. and Pacific Westem Bank.
Borrowings under the line of credit have been used to refinance certain indebtedness, for acquisitions and
for working capital purposes. Under the agreement, the Company is required to comply with certain
financial and other covenants and borrowing availability is based on carnings. Borrowings are limited to
the lesser of $30 million or 200% of the Company's eamnings before interest, income taxes, depreciation
and amortization for the most recent tweclve months. Interest is determined at the time of borrowing at

the Company's option at either prime or LIBOR plus 2.5%. The linc of credit matures in April 1996. As

of August 4, 1993, the Company had approximately $13.0 million of borrowings and $3.5 million of
letters of credit outstanding under the line and $13.5 million remained available for future borrowings.



MANAGEMENT'S DISCUSSIONS AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

During the first six months of 1993, capital expenditures were made primarily for new ambulances
and amounted to $3.0 million.

Cash generated from operations during the first six months of 1993 was $5.3 million. Working
capital at June 30, 1993 amounted to $24.6 million as compared to $23.1 million at December 31, 1992.
Current financial resources and anticipated funds generated by operations are expected to be adequate to
meet the Company's operating cash requirements in the foresecable future.

The Company expects to continue its acquisition program. Successful implementation of the
Company’s acquisition strategy depends upon its ability to acquire related businesses. The Company
plans to continue to usc a combination of cash, subordinated dcbt and the Company’s common stock to
finance its acquisition program.

Subsequent Acquisitions and Recent Developments

In July 1993, Company acquired substantially all of the asscts of Bridgeport Ambulance Service,
Inc. of Bridgeport, Connectcut. The consideration paid for this acquisition consisted of approximately
$1.4 million in cash, 58,589 shares of the Company's common stock, and $.5 million in a subordinated
promissory note.

In June 1993, the Company also announccd that it had reached a preliminary understanding relating
to the possible acquisition of 2n ambulance service provider located in California. This complex
transaction is subject to due diligence and the negotiation of definitive agreements.



Item 1.

Item 2.

Item 3.

Item 4.

Item 5.

Item 6.

Part I1. Other Information

Legal Proceedings
Not applicable

Changes in Securities
Not applicable

Defaults Upon Senior Securities
Not applicable

Submission of Matters to a Vote of Security Holders

(2) The annual meeting of stockholders of the Company was held on May 13, 1993,

(b) All nine directors of the Company were re-elected at the meeting as described in paragraph
(c) below.

(c) The voting for the directors was as follows:

Nominee Eor Withheld
Paul M. Verrochi 9,422,541 10,850
Dominic J. Puopolo 9,422,541 10,850
Joseph R. Paolella 9,422,741 10,650
William E. Riggs 9,422,641 10,750
Paul T. Shirley 9,422,741 10,650
James E. McGrath 9,422,641 10,750
Michael A. Baker 9,422,741 10,650
David B. Hammond 9,422,741 10,650
John Larkin Thompson 9,422,741 10,659
(d)Not Applicable

Other Information

Not applicable

Exhibits and Reports on Form 8-K

(a) Exhibits
(10.1) Agreement between the County of Santa Clara and Medevac, Inc. dated
July 1, 1988, as ame ded.
{10.2) Centract Extension between the County of Santa Clara and Medevac, Inc.
dated as of July 1, 1993.
(11)  Statement regarding Computation of Earnings Per Share.
(b) Reports on Form 8-K
The Company filed a Form 8-K dated June 29, 1993, relative to the acquisition of
Randle Eastern Ambulance Service, Inc. and the A-1 Ambulance Service Companies.
The foilowing is a list of the financial statements filed with this report:

Financial statements of Randle Eastern Ambulance Service, Inc.:

- Independent Auditors' Report

- Balance Sheets at March 31, 1993 (unaudited). December 31, 1992 and
December 31, 1991



Part 11.  Other Information-(continued)

- Statements of Income and Retained Eamings for the Years Ended December 31,
1992 and 1991

- Statements of Income and Retained Earnings for the Three Months Ended March
31, 1993 and 1992 (unaudited)

- Statements of Cash Flows for the Years Ended December 31, 1992 and 1991

-  Statements of Cash Flows for the Three Morths Ended March 31, 1993 and
1992 (unaudited)

- Notes to Financial Statements-December 31, 1992 and 1991

Pro Forma Combined Financial Statements:

- Pro Forma Combined Financial Statements (unaudited)

- ProForma Combined Balance Sheet at December 31, 1992 (unaudited)

- Pro Forma Combined Balance Sheet at March 31, 1993 (unaudited)

- Pro Forma Combined Statement of Eamings for the Year Ended December 31,
1992 (unaudited)

- Pro Forma Combined Statement of Earnings for the Three Months Ended March
31, 1993 (unaudited)

- Notes to Unaudited Pro Ferma Combined Financial Statements

R e



SIGNATURE

Pursaant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly
caused this report to be signed on its behalf by the undersigned thereunto duly authorized.

AMERICAN MEDICAL RESPONSE, INC.

(Registrant)
August 4, 1993 /s/ Ronald M. Levenson
(Date) Ronald M. Levenson
Senior Vice President and
Chief Accounting Officer
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly
caused this report to be signed on its behalf by the undersigned thercunto duly authorized.

AMERICAN MEDICAL RESPONSE, INC.

(Registrant)
August 4, 1993
(Date) Ronald M. Levenson
Senior Vice President and
Chief Accounting Officer
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AMERICAN MEDICAL RESPONSE, INC.

EXHIBIT INDEX

The following designated exhibits have previously been filed with the Securities and Exchange
Commission under the Securities Act of 1933 as part of the Registrant's Registration Statement on Form
S-1, as amended (No. 33-52702) and are incorporate herein by reference to such filing.

SEC
Exhibit Page
10.1 Agreement between the County of Santa Clara and Medevac, 10.28
Inc. dated July 1, 1988, as amended
102 Contract Exiension between the County of Santa Clara and 10.29
Mcdevac, Inc. dated as of July 1, 1993
11 Statement regarding computation of per share eamnings Filed 18
herewith

- e

e i P S LN

e v e i i e



EXHIBIT 11

AMERICAN MEDICAL RESPONSE, INC.
STATEMENT REGARDING COMPUTATION OF EARNINGS PER SHARE
({In thoussnds, except per share amounts)

Pro Forma nct eamings available to common sharcholders
Weighted average shares of common stock outstanding

Common stock equivalents assumed to be
outstanding for.all periods

Less reduction for treasury stock «nethod calculation

Pro forma weighted average common stock and common
stock equivalents deemed outstanding

Pro forma net eamings per common
share and equivalents

Three Months Ended Six Moath Ended
June 30, June 30,
1993 1992 1993 1992
$...2395 $ __L4i8 $.4102 s .21
11,036 7,958 10916 7,955
. 3 __ 32
— (9 — (19
~LL036 2948 J0216 —ta2b8
$ 022 s__0I18 $..038 s__030
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COUNCIL COMMUNICATION
r~ N
AGENDA TITLE: Ambulance Company Merger Report
MEETING DATE: Octcber 20, 1993

PREPARED BY: City Manager

RECOMMENDED ACTION: None required. Information only.

BACKGROUND INFORMATION: The ambulance company serving the City of Lodi and
surrounding areas (Life Medical Industries, Inc.) has
been acquired by a nationwide company, Amarican
Medical Response, Ii.c. Mr, Mike Nilzsen, Chief
Operations Officer of Life Medical Industries, Inc.,

will be in attendance at Wednesday night's meeting to briefly review with the

City Council the particulars of this action.

FUNDING: None required

Respectfully submitted,
Thomas A. Peterson
City Manager
TAP:br
CCCOM856/TXTA.O07A
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THOMAS A, PETERSON recycied Daper
Clty Manager J
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